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Feeperat CONTROL of the petroleum industry of the United 
States has become imminent during the past month and may 
indeed be an accomplished fact by the time 
these lines are read. As they are written Con- 
gress has before it both a specific measure 
providing for governmental domination of the 
industry and the general industrial recovery bill under the terms 
of which it will be possible to set up a control almost equally 
complete. 

Undoubtedly there has been a growing belief among oil men, 
in some sections of the country at least, that the impossible 
conditions of recent months were in the way of mending them- 
selves and that an improvement in the situation might take place 
without official intervention. Reports of decreasing bottom 
hole pressure in East Texas wells have led to the expectation 
that that field might shortly cease to be a disruptive factor in 
the crude market. Even a considerable drop in output in this 
quarter, of course, would not necessarily bring production into 
balance with current requirements, but East Texas has been 
the sore spot of the industry for so long a time that the probabil- 
ity of its ceasing to occupy this position is regarded hopefully. 

Many members of the American petroleum industry are dis- 
turbed by contemplation of the ultimate results that might 
flow from the adoption of legislative proposals now pending. 
Even among those who feel that some form of national regula- 
tion is the only effective way of dealing with the present situation 
a majority, it is safe to say, regret the necessity for such action. 
Yet it cannot be said that the course followed by the leading or- 
ganization within the industry during the time when this issue 
has been pressing for attention has tended to delay or avoid 
federal interference. At the time when the industry is facing 
a change in status containing possibilities of tremendous im- 
portance to its future the American Petroleum Institute has 
remained silent. In so doing it has reflected the lack of a 
definitely preponderant sentiment for or against governmental 
regulation or for a particular form of official supervision. This 
indecision makes the imposition of control more probable. In- 
ability of the industry itself to agree upon an adequate plan for 
remedying existing conditions and the recalcitrant attitude as- 
sumed by public authorities of the principal oil producing state 
have confirmed the impression prevailing in Washington that the 
only hope of remedying abuses that admittedly exist is through 
application of the strong hand of governmental authority. 


Government 
to Supervise 
U.S. Industry 
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I OR A LONG TIME past it has been evident that the trend of 
affairs within the industry was leading steadily toward inter- 
vention by the federal government. The fact 
was pointed out by WORLD PETROLEUM months 
ago. It is the irony of fate that the State of 
Texas, among whose citizens the sentiment for 
upholding state rights is stronger, or at any rate more vocal, than 
anywhere else in the Union, should have been the chief contribu- 
tor to this result. 

Years of effort backed by the support of a majority of the 
substantial factors in the business have been devoted to the task 
of effecting a sane regulation of production through state pro- 
ration laws. Millions of dollars have been sacrificed by oil com- 
panies in the attempt to uphold the system. But proration has 
been nullified through the action of the Texas Railroad Com- 
mission in allowing a rate of production in the state entirely 
unwarranted by current market requirements. Agreement 
among the oil producing states to place production on a sound 
economic basis remained impossible so long as Texas declined 
to cooperate in an interstate compact. 

In the industry itself, as previously mentioned, divergent 
views prevail as to the need of federal regulation and as to the 
length to which it should go if undertaken. Some voices are 
raised in favor of placing complete control in the hands of a 
governmental board or representative; others assert that con- 
ditions will right themselves if left without interference; still 
others feel that such regulatory action as may be needed can be 
taken under the terms of the general industry bill. Some of 
those who approve regulation of the volume of production are 
strongly opposed to anything in the nature of price fixing; others 
regard the regulation of prices as essential to the establishment 
of stable conditions. This attitude of indecision on the part of 
the industry itself, resulting from the inability of its members 
to agree upon essentials in the formulation of a plan for self 
regulation, has strengthened the hands of those who advocate 
specific legislation applying to oil and the extension of govern- 
mental domination over all the operations of the industry. 
Their view of the case seems to be in the ascendant at Washing- 
ton and to be responsible for the effort made by the Secretary 
of the Interior, presumably with Presidential approval, to obtain 
from Congress special legislation applying to oil. Federal con- 
trol looms as a final recourse because of the non-success of all 
other attempts to establish stability and orderly procedure. 


Failure of 
State and Self 
Control 
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Ware A FEDERAL TAX of a cent a gallon was placed on 
gasoline by the Congress of the United States in June 1932 it 
was explained that this was purely an emer- 

Adding the gency measure which would remain in force 

Last Straw for one year only. It was admitted by legis- 

lators who supported the bill that this invasion 
by the national government of a field of taxation that until 
then had been left to the states, involving as it did an excessive 
burden upon a single essential commodity, could be justified 
only as a temporary expedient. 

It became evident some months ago that the promises held 
out at the time when this law was enacted were to be disregarded 
and that there was practically no possibility of getting rid of 
the tax at the end of the year for which it was adopted. Now, 
with the necessity of finding revenue to meet the annual charges 
on the $3,300,000,000 public works appropriation, Congress turns 
again to the long suffering oil industry with an additional impost 
of three-quarters of a cent a gallon. 

Such action not only imposes a grossly unfair burden upon 
the heavily overtaxed users of motor fuel but it is economically 
indefensible at the present juncture. Extraordinary efforts are 
being made to encourage industrial recovery, yet at a time when 
the use of motor vehicles and consequently of motor fuel is below 
normal it is to be further discouraged by an additional charge 
which will bring the average tax upon gasoline well above 100 
percent of its wholesale market value. Protests against this 
outrageous treatment of the country’s most overtaxed commodity 
have been showered upon Washington but apparently to no im- 
mediate effect. 

If the pace of business is to be accelerated an important 
factor in achieving this result must be an increased use of motor 
vehicles. About the poorest way of contributing to this result 
that can be devised is to place obstacles in the way of such em- 
ployment. Additional taxation certainly will not relieve the 
emergency to which the President has directed attention. Ap- 
parently the only hope of reforming the easy legislative habit 
of depending upon the users of motor fuel to meet each fresh 
requisition of public funds is to allow the burden to become so in- 
tolerable that the millions of Americans to whom the use of motor 
cars is a practical necessity are moved to rise in revolt. 
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Wane AMERICANS are being treated to this fresh demon- 
stration of unfairness toward the motor using public on the part 
of national legislators Britons have had a 
somewhat similar experience through the un- 
expected inclusion in this year’s Budget of a 1d 
tax on fuel oil. While this is not directly felt 
by so large a number of individual citizens as is a tax upon petrol 
it imposes a handicap upon many important lines of industry 
that in several cases will lead to serious curtailment of activity. 

Whether the action of the government was inspired by a desire 
to turn back the wheels of progress and expand the use of British 
coal at the expense of a more economical and efficient fuel, or 
whether it was simply an ill-considered effort to tap a fresh 
source of revenue the results will be the same. The effects are 
certain to be especially serious upon such typically British busi- 
nesses as the heavy engineering industries and the coastwise 
shipping trade. They are exposed to competition from foreign 
concerns which labor under no similar disadvantage and the tax 
already is charged with the loss of important orders that have 
been cancelled as a consequence of its imposition. Because of 
the economic limitations of coal it can at best bring work to no 
more than a handful of idle miners and this is a poor recompense 
for adding to the costs of other industries and increasing un- 
employment by depriving them of their ability to meet outside 
competition. 


Britain Adds 
an Industrial 
Handicap 


Beavinon of its retail price basis was announced during the 
past month by Standard Oil Company of New York. Under the 
system newly adopted tank car, tank wagon and 


Company : : 
‘ F service station rates are to be based on Gulf 
Revises Price : : 
2 Coast prices for crude plus refining, transpor- 
Structure 


tation and marketing costs. Quotations will 
be by cents and tenths of a cent per gallon and variations will be 
governed by the movement of crude prices at Gulf ports. Com- 
mercial discounts, special allowances and guaranteed spreads are 
to be eliminated. 

The remarkable feature about this is not the action of the 
company but that its decision should be a matter of news. The 
logical method for determining the price of any manufactured 
article would seem to be to start from the price of the raw mate- 
rial, adding the cost of processing and transportation and profit 
if profit isto be had. This in fact is the way in which most com- 
modity prices are established. Yet it is part of the topsy-turvy- 
dom that has prevailed in the oil industry that product prices 
often have borne little relation to the cost of raw material, being 
determined rather by competitive conditions in particular sales 
territories. It has sometimes been urged by oil men themselves 
that the logical process should be reversed and that the price paid 
for crude should be dependent upon the price obtainable for 
gasoline. 

Absence of a uniform system of price building undoubtedly 
is one factor that has caused marketing operations to be carried 
on so frequently at a loss. Probably the crowning device for 
enabling marketing organizations to accumulate losses, however, 
has been the guaranteeing of a fixed margin. Thus relieved of 
responsibility and secured against loss in price cutting com- 
petition the dealer had no inducement to maintain a reasonable 
price and the full effect of price wars in the retail field fell upon 
the marketing companies. By serving all dealers at the same 
price, eliminating special discounts and doing away with the 
guaranteed spread, price cutting may not be ended; but at least 
the dealer will have an incentive to avoid it so far as possible 
since he himself will be made to feel its effects. 

If a few of the large marketers adopt this system and adhere 
to it a strong influence toward the establishment of a sound price 
system will have been provided and it may spread throughout 
the industry. 
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"Bh ecmacan men of the oil industry are to assemble next 
month in London in a World Congress organized by the Institu- 
World tion of Petroleum Technologists. Whatever 
the difficulties and setbacks of the industry in 
endeavoring to deal with its economic and 
political troubles work toward a solution of its 
technological problems goes steadily forward. Bringing to- 
gether the men who are leading the advance of petroleum de- 
velopment along this line is of noteworthy importance in showing 
the improvement that has been accomplished while the oppor- 
tunity to meet and to compare methods and experiences cannot 
fail to be of beneficial effect to those who are able to attend the 
Congress. 

Great credit is due to Mr. James Kewley, chairman of the 
general committee in charge of the Congress, to Dr. A. E. Dun- 
stan, convener of the papers committee, to Mr. Ashley Carter, 
convener of the general purposes committee, and to their asso- 
ciates, for the ability and energy with which they have fulfilled 
their several tasks. It is to be hoped that a large number of 
those interested in petroleum, in addition to the regular delegates 
from the various branches of the industry, will be able to visit 
London next month and so to take advantage of the opportunity 
to participate in this most important meeting and to view the 
Exhibition to be held at the same time. 


Congress of 
Technologists 
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Federal Control of U. 8. Oil Impending 


Failure of State Regulation Brings Presidential 


Recommendation for National Intervention — 


Sweeping Powers Over Industry’s Operations 


Proposed — A. P. I. Takes No Action. 


x 

F EDERAL CONTROL of the oil industry 
in the United States has become an im- 
mediate possibility as the result of two 
measures brought before Congress during 
the month of May. The first of these 
two bills, known as the National Indus- 
trial Recovery Act authorizes cooperative 
action by trade groups or associations ‘‘to 
eliminate unfair competitive practices, 
to reduce and relieve unemployment, to 
improve standards of labor and otherwise 
to rehabilitate industry and to conserve 
natural resources.”’ 

All this is to be done under the super- 
vision of administrative officers to be ap- 
pointed by the President to whom the 
code of business practice adopted by the 
majority of any industry must be sub- 
mitted for approval. Where such ap- 
proval has been granted the code becomes 
applicable to all members of the industry 
concerned and will be enforced by govern- 
mental authority. To facilitate agree- 
ments for the prevention of unfair and 
wasteful competition trade associations 
operating under the act are exempted 
from the provisions of the anti-trust laws. 
The act is put forward as an emergency 
measure and is limited to a period of two 
years. 

While the industrial recovery act con- 
templates voluntary action by trade 
associations in the direction of self-regula- 
tion it also provides that ‘“‘upon his own 
motion, or if complaint is made that 
abuses inimical to the public interest and 
contrary to the policy herein declared are 
prevalent in any trade or industry or sup- 
division thereof, and if no code of fair 
competition has heretofore been approved 
by the President he . . . may prescribe 
and approve a code of fair competition 

. which shall have the same effect as a 
code approved under subsection (a) of 
this section.”’ 

President Roosevelt, on May 20, sent 
a letter to the President of the Senate and 
the Speaker of the House of Representa- 
tives of the Congress suggesting that spe- 
cific authorization for Federal control of 
the oil industry be included in the general 


industry bill then pending. After stating 
that a “‘serious situation confronts the oil- 
producing industry”’ the President said: 

‘My administration for many weeks 
has been in conference with the governors 
of the oil-producing states and with com- 
ponent parts of the industry, but it seems 
difficult, if not impossible, to bring order 
out of chaos only by state action. In fact, 
this is recognized by most of the governors 
concerned. 

“There is a widespread demand for 
federal legislation. May I request that 
this subject be given immediate attention 
by the appropriate committee or com- 
mittees? The Secretary of the Interior 
stands ready to present any information 
or data desired. 

““May I suggest further that in order 
to save the time of the special session it 
might be possible to incorporate action 
relating to the oil industry with whatever 
action the Congress decides to take in re- 
gard to other industries—in other words, 
that consideration could be given at the 
same time that action is taken on the bills 


already introduced and now pending in 
committee.”’ 

The President’s letter followed by one 
day the introduction into Congress by 
Representative Marland of Oklahoma of a 
bill investing the Secretary of the Interior 
with broad powers over the production, 
importation and transportation of pe- 
troleum, including authority to allocate 
production to the various states and, in 
default of state action, to determine the 
allowable output for individual fields and 
wells. The Secretary is further author- 
ized to fix maximum and minimum prices 
for crude oil and products. 

While these bills have been widely dis- 
cussed among gatherings of oil men no 
action either supporting or opposing them 
has been taken by the American Petro- 
leum Institute through its directors or at 
the semi-annual meeting held at Tulsa, 
Oklahoma, May 17-19. A_ resolution 
opposing the increase of the federal gaso- 
line tax which has been proposed as one 
of the revenue features of the general in- 
dustry act was adopted at Tulsa. The 
policy of inaction on the part of the Insti- 
tute regarding the broader phases of the 
proposed control measures has been due 
to differences of opinion among the direc- 
tors and members. In view of the posi- 
tion taken by the national administration, 
however, it is generally accepted that 
federal regulation of the industry is a prac- 
tical certainty under one or the other of 
the two bills submitted to the Congress. 


Consideration of French Monopoly 


Delayed 


Two Events of importance have oc- 
curred in France during the past month. 
The first is of a nature to give some slight 
although perhaps illusive hope to oil 
industry here. | am referring to the 
action taken on the proposed French Oil 
and Petroleum Monopoly (article 116) 
which came before the ‘‘Commission des 
Finances”’ of the Senate last week to- 
gether with the Budget Bill, and was 
derogated after a very brief discussion. 
The ‘‘Commission des Finances’”’ is of the 
opinion that the Petroleum Monopoly has 
nothing whatever to do with the Budget, 
and that the question is of too great 


importance to be coupled with that Bill. 

It is more than likely that the Senate 
will adopt the same line as its Finance 
Commission, and that article No. 116 
will shortly be returned to the Chamber 
of Deputies where trouble will begin once 
more. The Socialists are daily more 
determined to win the point and the 
government seems likely to uphold them. 

The second event of importance is the 
publication of a decree dated April 15, 
1933 which modifies and increases the 
rate of certain taxes established by an Act 
passed on March 31, 1932 and applied to 
imported refined products. 
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Sakhalin Oil Fields—Russian or 


Japanese? 


Valentin R. Garfias, Manager, Foreign Oil De- 


partment, Henry L. Doherty Company, Discusses 


the Prospect of Continued Russian Control of 


North Sakhalin Oil Fields. 


War: THE creation of the State of 
Manchukuo and subsequent develop- 
ments, the dominant influence of Japan 
in the Far East has been enhanced and 
that of Russia proportionately weakened. 
Formerly Russia held a privileged position 
in this region with the building and joint 
ownership of the Chinese Eastern Railway 
through Manchuria which provided a 
route from Vladivostok to Western Russia 
some 500 miles shorter than the Tran- 
siberian railroad skirting, in Russian terri- 
tory, the northern boundary of Man- 
churia. 

Japan controlled before the organiza- 
tion of Manchukuo all the territory bor- 
dering on the Sea of Japan, with the 
exception of northern Sakhalin Island and 
Siberia, but with the control of Manchu- 
kuo and the absorption of the Chinese 
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Eastern Railway into the Manchukuo 
railroad system, even these Russian out- 
posts have been placed in a most vulner- 
able position. 

As was to be expected, the Japanese con- 
trol of the Chinese Eastern Railway and 
the alteration of its gauge to conform with 
the Manchukuo lines, has already been 
the subject of controversy which Com- 
missar Litvinoff has tried to clarify by 
offering to sell to Japan the Soviet interest 
in this road. 


Assured Oil Supply Essential to Japan 


Tue tmportance to Japan of a de- 
pendable and easily accessible oil supply 
is apparent when one realizes that this 
country, largely dependent on maritime 
traffic for its commerce and national 
defense, consumes about 10,000,000 bbl. 
of oil yearly, of which less than 2,000,000 
bbl. is produced within the country, the 
balance or 8,000,000 bbl. being imported 
largely from the fields of Netherland India 
and the United States. It should be 
noted at this point that the oil fields in 
Russian Sakhalin, owned and operated 
jointly by Japan and Russia produced in 
1932 close to 2,000,000 bbl. and that the 
absolute control by Japan of this oil 
supply situated not more than 100 miles 
from Japanese territory is obviously vital. 

As part of the program of national de- 
fense, the Japanese Government is now 
contemplating the establishment of an oil 
monopoly which includes the granting of 
government subsidies to Japanese oil com- 
panies in order to make Japan free from 
dependence on other nations for its oil 
supply. 


Island of Sakhalin 


Tue souTHERN point of Sakhalin Is- 
land is separated from the Japanese Island 
of Jesso by a strait about 25 miles wide. 
The island extends north for about 700 
miles. That portion north of the 50th 
parallel, comprising somewhat more than 
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half the island, is Russian territory, while 
the territory to the south—known also as 
Karafuto—is under the sovereignty of 
Japan. The population of northern Sak- 
halin is estimated at about 18,000 and that 
of Karafuto at about 280,000. 

Originally, Sakhalin was Chinese terri- 
tory, but in 1857 the Russians took over 
the control of the island which they did 
not relinquish until the end of the Russian- 
Japanese war in 1905 when the southern 
portion was ceded to Japan in accordance 
with the Portsmouth treaty. In 1917 
during the World War, Japan took posses- 
sion of Russian Sakhalin and it was not 
until 1925, that it again became Russian 
territory. During the Japanese occupa- 
tion of Russian Sakhalin intensive studies 
were made of the prospective oil fields 
along the east coast and a clear idea was 
formed of their ultimate economic and 
strategic importance. 

The northern portion of the island is 
readily accessible only during the summer 
months, since the surrounding waters are 
frozen the remaining nine months of the 
year, during which time transportation to 
the mainland can be accomplished only by 
dog or reindeer-drawn sleds. The main 
settlement in Russian Sakhalin is Alexan- 
drovsk on the Gulf of Tartary. Ice 
breakers are used to keep a water route 
open between this port and Vladivostok 
through part of the winter, but the passage 


























is closed by ice for about three months. 
During the summer months, Alexan- 
drovsk is also accessible by steamer from 
Nicolaevsk near the mouth of the Amur 
River. 

A study of the accompanying map 
clearly shows the strategic location of 
Sakhalin Island which, so to speak, en- 
closes the Sea of Japan to the northeast, 
as well as the vulnerable position of 
Vladivostok and the Siberian littoral to 
attacks either from Japan or Manchukuo. 


Russian-Japanese Oil Contract 


@w pecEMBER 8th, 1925, Russia and 
Japan entered into a contract by which the 
latter acquired, for a term of 40 years, ex- 
ploratory and drilling rights on eight tracts 
covering the semi-proven oil fields of north- 
ern Sakhalin, aggregating in area about 
14,000 acres, these tracts being checker- 
boarded into 100-acre parcels, owned alter- 
nately by Russia and Japan. The con- 
tract also granted Japan, for eleven years, 
the exclusive right to explore the oil and 
natural gas resources on some 280,000 
acres located in the same general region 
and to select, each year, within the area, 
an aggregate of 2,600 acres for oil develop- 
ment. This selected area to be likewise 
checkerboarded and alternately owned in 
100-acre parcels. 

The contract provides for the payment 
by the Japanese of a minimum royalty of 
five percent on pumping wells when the 
total daily production reaches approxi- 
mately 575 bbl., and a maximum royalty of 
15 percent when the daily production ag- 
gregates 8,250 bbl. or more! The royalty 
on flowing wells runs from 15 percent when 
the daily production is 350 bbl. to 45 
percent when it reaches 700 bbl. and over. 
The royalty on gasoline recovered from 
natural gas varies from 10 to 35 percent 
with the volume of gasoline recovered per 
1,000 cubic feet of gas. As can be seen 
from the foregoing, the contract is so de- 
cidedly advantageous to Russia, as to make 
it problematic whether the Japanese can 
operate their lands successfully. They 
certainly can not do so in competition 
with Russia while she receives the royal- 
ties from the Japanese owned parcels and 
retains the entire production from her own 
checkerboarded lots. 


The Oil Fields 


Tue om rievps of Sakhalin are lo- 
cated along the northeastern coast. Oil 
indications or favorable structures have 
been reported at Okha, Ekhabi, Piltun, 
Nutovo, Chaigo, Nyivo, Ouiglekouti, 
Kantangli, Liangeri and Goromai. At 
present the only commercially productive 
field is Okha which lies between Baikal 
and Urkt Bays, and is connected by a 
wagon road with the loading terminal at 


Moskalvo on the northeastern shores of 
Baikal Bay. A six-inch oil pipeline runs 
from the Okha field to Moskalvo, a dis- 
tance of 15 miles. Owing to the severe 
winters, the Moskalvo terminal can only 
be reached by steamers three or four 
months in the year, thus necessitating the 
concentration of oil shipments over these 
months and the accumulation of produc- 
tion in storage during the balance of the 
year. 

Consistent progress has been made in 
the development of these fields, notwith- 
standing the tremendous handicaps re- 
sulting from severe climatic conditions, as 
shown in the accompanying production 
table. 


Sakhalin Crude Oil Production 
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The quality of the oil varies from 17 
deg. B. to 40 deg. B. and improves with 
depth. The shallower wells at Okha 
yield crude of about 17 deg. B., while the 
bulk of the production, from deeper wells, 
averages about 21 deg. B. Inthe Nutovo 
field 70 miles south of Okha, deep wells 
yield 40 deg. B. oil which carries about 30 
percent of gasoline and 30 percent of 
kerosene. 

The Japanese refine their production at 
the refineries on the western coast of 
Japan northwest of Tokyo, while the Rus- 


sians plan to refine the crude both at 
Vladivostok and at Khabarovsk on the 
Amur River, about 1,000 miles and 630 
miles distant from Moskalvo, respectively. 

It is more advantageous for Russia to 
ship the oil to the refinery at Khabarovsk 

370 miles nearer than Vladivostok—as 
this route avoids the treacherous naviga- 
tion along the Strait of Tartary as well as 
the uncertainty of communications in the 
Sea of Japan in case of international mis- 
understanding, although it should be 
pointed out that Manchukuo has already 
claimed navigation rights on the Amur 
River. The mouth of the Amur is ap- 
proximately 100 miles from Moskalvo and 
Khabarovsk is situated 530 miles up- 
stream at the point at which the Tran- 
siberian railway crosses the Amur. 

It seems inevitable that, sooner or later, 
northern Sakhalin and its oil fields will 
come under more rigid Japanese control. 
This conclusion seems to be justified on 
account of the importance to Japan of a 
domestic supply of oil which is so neces- 
sary in the Japanese program of national 
defense, as well as on account of the 
geographic location of this supply, and of 
the disadvantages to Japan in the present 
contract with Russia. An effort by Japan 
to take over northern Sakhalin would not 
be extraordinary as similar action was 
taken by Japan in 1917. Change in 
ownership of the oil fields, if it takes place, 
could, however, be the result of a volun- 
tary offer from Russia similar to the recent 
offer for the sale of the Russian interest in 
the Manchukuo railroad, or like the sale of 
Alaska to the United States in 1867. 


Revised Terms Reported for New 
Anglo-Persian Concession 


Terms of the new Anglo-Persian con- 
cession recently negotiated between Sir 
John Cadman, president of the Anglo- 
Persiau Company, and the Persian gov- 
ernment have been agreed upon and await 
ratification by the Mejlis before official 
publication. 

Press reports published in London have 
quoted the following as the principal 
provisions of the agreement but it is 
understood that these are not official: 

Area covered is about one half the former 
concession. Portions which cannot be worked 
by the company by 1938 are to be surrendered, 
and the total conceded area thereafter not to 
exceed 100,000 square miles in any case. 


Concession to run for sixty years from 
January 1, 1933. 


Exclusive right to install pipelines relin- 
quished by the company. 


Royalty of 4s. per ton on oil sales and ex- 
ports, with minimum of £750,000 annually, 
to be paid by company, in addition to 20 
percent of net profit after payment of 5 percent 
on its ordinary capital. 


Taxation, based on tonnage extracted, to 
be at a minimum of £225,000 for first 15 
years and £300,000 for next 15 years, being 
subsequently fixed by arrangement. 


Persian Government to be protected against 
fall in value of sterling. 


Foreign employees to be_ progressively 
replaced by Persians, with admission of latter 
to higher ranks. Provision for British educa- 
tion of Persian students at company’s expense. 

(Continued on page 190) 








British Industry Rebels Against Oil Tax 


Storm of Protest Raised by Budget Impost— 


Deals Serious Blow to Coastwise Shipping and 


Handicaps Many Lines of Manufacture. 
By A. C. Hardy, B.Sc., F.R.G.S. 


LONDON, MAy 

As THE FULL effect upon British in- 
dustry of the tax of 1d. per gallon placed 
on imported fuel oil in the current budget 
has come to be understood a rising tide of 
protest has beat upon Parliament. In- 
dignant letter writers have filled the 
columns of the daily press. Resolutions 
and memorials have been drawn up by 
trade associations for submission to the 
Chancellor of the Exchequer. Charges 
are made that he was advised and influ- 
enced by those interested in the back-to- 
coal movement now being agitated in 
England. The more charitably inclined 
suggest that in proposing the levy he had 
no idea of the devastating effect of the tax 
upon the heavy engineering industries of 
the country. At any rate a lively tem- 
pest has been stirred up. 

The tax bears heavily upon the ship- 
building and coastwise shipping business. 
For the latter trade it will make competi- 
tion with ships under foreign registry 
difficult while in shipbuilding it will lead 
to an increase of unemployment. Can- 
cellation of two important contracts for 
oil engined vessels placed recently with 
British shipyards already has been an- 
nounced. 

Inequitable results arising from the 
application of the tax have been brought 
out in communications addressed to the 
press and in Parliamentary discussion. 
In the House of Commons a member, 
speaking on an amendment to reduce the 
tax to 15 percent ad valorem, raised the 
point that foreign ships calling at two or 
three British ports before going abroad 
apparently would avoid the tax while 
coastwise ships serving the same ports 
would be subject to it. A ship sailing 
from Liverpool to Belfast presumably 
would be regarded as engaged in coastal 
trade while one sailing from Liverpool to 
Dublin would be classed as being in over- 
seas traffic and would be exempt from the 
tax. Consequently it would be a case of 
subsidizing the Free State at the expense 
.of trade with Northern Ireland. 

The Chancellor of the Exchequer, re- 
sisting the amendment, said that it was 


not a case of taxing raw material but some- 
thing that competed with home-produced 
fuel. Exemption of stores on foreign 
bound ships was no new thing because it 
always had been assumed that such stores 
were in fact being exported. On the 
other hand coastal shipping was merely a 
form of competition with land transport. 
If it were to be brought under the same 
provision as foreign going ships it would 
be necessary to impose the same customs 
restrictions which would be found a con- 
siderable handicap. He added _ that 
when the appropriate clause in the Fi- 
nance Bill came up for consideration he 
would be ready to hear any special case 
that might be made out in behalf of any 
particular industry. 

Accepting this suggestion the Shipown- 
ers’ Parliamentary Committee, through 
the Chamber of Shipping, has issued 
the following statement: 


If the heavy oil tax is applied to coastal 
shipping services, to whose national value suc- 
cessive governments have testified, they will be 
dealt a fatal blow. While inland transport 
has bounded forward, keeping pace with the 
growth of industry and population, coastal 
shipping has barely been able to maintain its 
actual position of 50 years ago. Its only 
chance of survival lies in its being left free to 
take full advantage of the progress of science 
and invention. Owners have _ tenaciously 
adhered, as far as possible, to coal, but if they 
are to survive they must be free to use what- 
ever form of propulsion is most economical and 
efficient, be it sail, coal or oil. Fuel is the 
main item of a ship’s economy, next to wages. 
A tax of 1d. a gallon is approximately £1 a ton 
and would add 33 percent to 50 percent or 
even 75 percent to the fuel bill. There is little 
the Government can do to help shipping, but 
it can refrain from imposing unnecessary 
burdens, and it is vital that it should do so. 
The industry, through the Shipowners’ Par- 
liamentary Committee, is earnestly begging 
the Right Honourable the Chancellor of the 
Exchequer and other members of the govern- 
ment and House of Commons to refrain from 
dealing this blow at coastal shipping. 


London coastal shipowners have made 
a combined appeal to the Board of Trade 
to get the tax rescinded. The tax has 
been the subject of discussion at the 
Chamber of Shipping. It was generally 


agreed that the matter was sc serious for 
oil-burning coasting ships that it was felt 
the government would have to realize that 
it could not let matters stand as proposed 
in the budget. 

The director of a well-known firm of 
Thames lightermen and tugowners said 
that each time they oil bunkered their 
ships now it cost £8 or £9 more per ship. 
This was an appalling increase in the face 
of competition with foreign tugs and 
barges, which had no such extra cost to 
meet. The Association of Master Light- 
ermen and Bargeowners is moving to join 
with coastal owners in opposition to the 
tax. 

One of the most succinct and repre- 
sentative views on the evils of the tax, 
however, is that expressed by General 
Dawnay, Chairman of Armstrong-Whit- 
worth Securities Co. Ltd. in a recent 
letter to THE TIMES. 


British engineering like other of our indus- 
tries has been passing through a difficult time 
during these critical years. It would seem 
undesirable to obstruct one of its most promis- 
ing lines of advance—a development which 
gives prospect of providing improved, more 
efficient, and more economical services for a 
community much in need of those very things. 
Since the internal combustion engine is tend- 
ing, inevitably if gradually, to displace the 
steam engine in large portions of the fields 
hitherto dominated by the latter, a service to 
the community is surely being performed by 
those who endeavor to produce the most 
economical and efficient internal combustion 
unit, whether in the form of marine engines, 
engines for rail or road transport, or stationary 
engines for general industrial purposes. It 
seems hardly accurate to call a tax on indus- 
trial fuel which amounts approximately to 40 
percent of the c.i.f. value of that fuel a “small 
impost.”’ If the demand for yet higher taxa- 
tion were to be conceded the result must tend 
to retard progress, to curtail research work, 
and possibly to throw an important potential 
export market into the hands of our foreign 
competitors. 


The coal interests are naturally rejoic- 
ing in the fact that this tax is going to 
help them to get back a certain amount of 
the business that they have lost on land. 
The coal industry is undoubtedly banking 
on the fact that the tax will induce certain 
industries to return from oil to coal burn- 
ing, but if really modern manufacturing 
methods are to be adhered to such a re- 
turn will be impossible. To take, for 
example, the glass industry, it is estimated 
that the 1d. per gallon tax on fuel oil will 
mean about £250,000 a year additional 
taxes to the British glass industry. Other 
industries are similarly affected. How 
then, business men in Great Britain are 
asking, can this and similar industries 
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hope to compete in any foreign field? 
Presumably the real object of any duty on 
an imported material is to increase 
revenue and to force users of the imported 
material back to a home product. If, 
however, in a large number of cases the 
home product cannot be used because it 
is inferior from an efficiency point of view 
and if the imposition of the duty merely 


results in an increase in unemployment 
due to a lack of orders placed in industry 
and to a lowering of competitive ability, 
then, obviously, such a duty is fulfilling 
no useful function. While the imposition 
will be, to say the least, disturbing to that 
section of the oil industry which does 
business in Great Britain a larger con- 
sideration is the damage which it is likely 


v 


to do to British industry. At the best the 
new duty can be regarded as an honest, if 
misguided, effort to give monkey gland to 
a dying industry. At the worst it is just 
another of those evils of chauvinism which 
is tending to stop the wheels of world 
industry generally but which particularly 
affects such an internationally sensitive 
organism as the oil industry. 


British Marketers Cut Motor Fuel Prices 


Reduction of Two and One-half Pence An- 


nounced in First Grade Petrol—Increasing Com- 


petition of Low Priced Imports Responsible. 


LONDON, MAY 

Beepucron of the price of British 
petrol by 214d per gallon making the cost 
of number one spirit 1s 5d came as a sur- 
prise to the retail trade. At various 
times since the advance was made, in 
September last, there have been rumors of 
an impending cut and these were espe- 
cially prevalent directly after the collapse 
of Gulf Coast export prices some two 
months ago. Since no reduction was an- 
nounced at that time it had come to be 
assumed that the price basis might be 
maintained, especially in view of the 
prospect of early action in the United 
States to stabilize production and prices 
there. 

While it has been stated that the un- 
satisfactory reaction of the market to the 
increase last fall was responsible for reduc- 
tion just announced the fact seems to be 
that the fall in prices in various export 
markets has led to a steadily increasing 
distribution of petrol selling below the 
established rate. Under the schedule 
heretofore Britain was one of the few im- 
portant consuming areas in which prices 
were on an economic basis for distributors. 
British prices were out of step with world 
conditions since in most other markets the 
business was being conducted on un- 
profitable terms. 

Under these conditions shipments from 
Roumania and to some extent from the 
Gulf Coast and other exporting points 
were attracted here and were sold by 
jobbers and unaffiliated organizations at 
low prices. This competition has been 
especially active around London, Avon- 
mouth, Hull and other centers where 


distribution is easy. These offerings, ap- 
pearing in increasing volume, cut into the 
business of the national distributors. 
The British public, being under the neces- 
sity of saving wherever possible, has 
welcomed the chance to buy the cheaper 
petrol wherever it has been available. 

This sort of competition has been en- 
couraged by the ease with which small 
distributors are able to enter the British 
market at any time when the disparity 
between import and local selling prices 
makes it profitable todo so. They disap- 
pear with equal rapidity and without any 
monetary loss whatever when adverse 
conditions appear. 

The only investment required by these 
distributors is that needed to cover their 
individual ex-tank purchases. These 
amounts are recovered immediately they 
receive payment from their customers. 
The tank wagon used for delivery can be 
hired by the trip, by the day or by the 
month. Salesmen are paid purely on 
commission. 

With a cost ex-Gulf of 214-234 cents 
per American gallon for gasoline of 61/63 
gravity with an anti-knock in the neigh- 
borhood of 64 it was possible to lay down 
this product in public storage at Thames 
Haven at 214-234d per Imperial gallon. 
Adding the government tax of 8d brought 
the cost up to 1014-1034d. Compar- 
ing this with the combine price of 1s 444d 
less 1d per gallon for loyalty bonus it will 
be seen that the independent distributor 
could sell for 1s and still have a fair profit. 

It is reported that by road tank wagon 
alone from the public storage at Thames 
Haven and Coryton small distributors 


have been moving upward of a quarter 
million Imperial gallons. With barge and 
rail withdrawals and direct imports at 
other points the total movement probably 
has represented from 10 to 15 percent of 
total consumption in the English market. 
Since the decline in the exchange value of 
the dollar the advantage of these distribu- 
tors in handling American shipments has 
been increased and more petrol has been 
coming from Gulf Coast ports. 

With the cut in quotations that has now 
taken place the operations of these inde- 
pendent distributors will be less profitable 
but they will hardly be eliminated unless 
or until there is an advance in Gulf and 
other prices. The reduction now an- 
nounced is general. Trinidad Leaseholds 
and other distributors outside the com- 
bine have made parallel reductions. The 
Russians have done the same, preserving 
their former margin below the national 
group. Their ‘“‘Zip’’ grade is now priced 
at 1s 4d. 


v 


World Petroleum Address 
Changed 


Tue Lonpon office of WorRLD PETRO- 
LEUM has moved from the former address 
of 110 Fenchurch Street, E. C.3, London, 
to 3 Savoy Place, Strand, W. C. 2, London. 


v 


Suit ALLEGING infringement of crack- 
ing patents has been brought by The 
Texas Company against Star Refining and 
Producing Company. In this suit, The 
Texas Company alleges infringement of 
the patent to Behimer No. 1,840,012, for 
Apparatus for Making Gasoline, and 
patent to Behimer No. 1,883,850, for 
Process for Making Gasoline. The oper- 
ations complained of are the cracking 
operations conducted by the defendant 
at its plant at Fort Worth, Texas. 
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A.P.I. Not Committed on Federal Legislation 


Mid-Year Meeting Elects Axtell Byles President 


—Motor Fuel Consumption Decrease Forecast— 


Fails to Agree on Public Pronouncement of Policy 


Regarding Legislation. 


"Te THIRD annual mid-year meeting 
of the American Petroleum Institute was 
convened in Tulsa, Oklahoma, May 18-19, 
in one of the most trying moments of the 
oil industry. Crude oil posted prices 
were quoted at the lowest levels in many 
years, influenced by the flood of oil from 
the East Texas field, while a gasoline 
price war flared up in the Central States, 
between the Standard Oil Company of 
Indiana and the independents operating 
long distance gasoline pipelines, the 
Phillips Petroleum Company and the 
Great Lakes Pipe Line Company (Skelly, 
Continental, Mid-Continent and Barns- 
dall). At the same time the Federal 
government appeared ready to step in to 
stabilize the oil industry, either through 
the ‘‘ National Industrial Recovery Act,”’ 
or through legislation specifically dealing 
with the oil business. The mid-year 
meeting of the Institute ended without 
any public pronouncement of policy and 
the difference of opinion on most major 
matters was such that no general agree- 
ment could be reached. In _ general, 
however, the prevailing opinion was 
against any separate federal legislation 
directed specifically at the oil industry, it 
being thought that the ‘“‘ National Indus- 
trial Recovery Act’’ would be sufficient 
to enforce cooperation of the minority of 
overproducing operators through the po- 
lice powers to be granted to the federal 
government by the Act, when passed. 

Axtell J. Byles, President of the Tide- 
water Associated Companies and Treas- 
urer of the Institute, was elected President 
of the Institute to serve until December 31, 
1934, succeeding C. B. Ames, who resigned 
to become Chairman of the Board of The 
Texas Corporation. Mr. Byles accepted 
the election, wiring from New York: 


I am deeply appreciative of the confidence 
implied in your invitation to become president 
of the American Petroleum Institute, and at 
the same time fully alive to the responsibility 
which it imposes under the difficult conditions 
both within our industry and outside. It is 
indeed because of these very conditions that I 
feel impelled to accept the office. This ac- 
ceptance is based upon my faith in your full 


support in an endeavor to establish and carry 
through a program both just and economically 
sound, and in this practical way contribute to 
the national welfare. Upon acceptance of this 
office I shall sever my connection with my 
own company, in order that there may be no 
thought that I shall serve any individual in- 
terest, but will be free to direct my entire 
effort to the problems of the petroleum indus- 
try as a whole. 


Herbert L. Pratt, Chairman of the 
Board of the Socony-Vacuum Corpora- 
tion, was elected as Treasurer of the 


Institute, succeeding Axtell J. Byles. 





Axtell Byles 


The retiring President, Judge C. B. 
Ames, in his address stressed the neces- 
sity of cooperation within the industry, 
particularly in the three states of Kan- 
sas, Oklahoma and Texas. 

Referring to the absolute lack of any 
comprehensive study by the industry on 
the subject of what actually constitutes 
the market demand the retiring President 
said: ‘‘What is the market demand 
today? Is 1,600,000 bbl. a day from 
Texas right, which makes the national 
output close to 3,000,000 bbl. a day, when 
the normal demand of the country is but 


2,200,000 bbl. a day? All of this oil is 
finding a market, of course, but at 
economically too low a price for everyone. 
We of the petroleum industry can do a 
constructive thing by agreeing among our- 
selves on the normal market demand and 
holding oil production to that amount.”’ 

Further in his address Judge Ames 
strongly recommended full cooperation 
with Federal Administration: “In urging 
oil men to be cooperative I suggest 
a broader cooperation. This industry 
should cooperate with the President of the 
United States. He has sent to Congress a 
bill, the general recovery act, and it is 
applicable to all business, and particularly 
to ours. The President proposes to bring 
the government into partnership with 
business. He proposes that this and 
other industries be able to regulate itself, 
and to give us the opportunity without the 
restraint of anti-trust laws. At all events 
let us cooperate and thus solve our prob- 
lems. We are not doing so today. The 
failure to do so may bring the time when 
some dictator may be placed in charge and 
compel us to do what we should do— 
cooperate.’’ 

The Committee on Refinery Statistics 
and Economics of the Institute prepared 
and submitted a forecast of the economic 
position of the industry with respect to 
crude and motor fuel for the period ending 
September 30, 1933. In the accompany- 
ing letter the Committee and its Sub- 
Committee stated in part: 


Past studies and reports of the Committee 
have not been accorded the importance which 
they have deserved, and, as a result, the bene- 
fits which could have been derived from them 
have in a large measure been lost. They 
should not be ignored. No single company 
within the industry is qualified to prepare a 
better statistical report than the one now 
presented. It sounds a definite warning and 
is worthy of serious study, not only by the 
industry but in any program for the industry, 
which may be considered by the government. 

In forecasting motor fuel demand and the 
economic motor fuel inventory level, the Com- 
mittee found its work to be incomplete without 
giving consideration to crude oil production 
and crude oil inventories. It was not felt that 
the report should delve into this situation, but 
the Committee deems it pertinent to point out 
to you that it believes current crude oil produc- 
tion should be held at least 100,000 bbl. daily 
below current demand, and that approximately 
18,000,000 bbl. should be withdrawn from 
storage during the six months. .. . Should 
the suggested federal legislation requiring the 
blending of alcohol with gasoline ultimately 
be enacted into law, the demand for refinery 
gasoline would be affected to the extent of the 
blend required. Moreover, the demand for 
crude oil would be reduced by more than 
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twice the quantity of alcohol blended. This 
report does not give consideration to such a 
possibility. 

The total motor fuel demand for the 
second and third quarters of 1933 was 
estimated by the Committee at 211,800,- 
000 bbl., 1,158,000 bbl. per day, or 5.6 
percent under the total demand for the 
corresponding six months of 1932, which 
reached 224,467,000 bbl. The domestic 
motor fuel demand was anticipated at 
198,000,000 bbl., or 3.4 percent under the 
demand in the preceding year, while ex- 
ports of motor fuel were estimated at 


Resume of A. P.I. 


"Vrecunica consideration of a large 
number of timely subjects occupied divi- 
sions of the American Petroleum Institute’s 
Mid-Year meeting at Tulsa. Dewaxing, 
by various methods, the latest practices in 
cracking, corrosion, earthquake and fire 
prevention, and the technical aspects of 
the addition of alcohol to motor fuel were 
among the subjects discussed. The fol- 
lowing two pages are devoted to a neces- 
sarily brief summary of some of the tech- 
nical papers read at the meeting. 

Cracking Virgin Gas Oil 

Use or MInraTuRE cracking plants for 
design purposes and for operating control 
has lately made considerable advance. 
P. C. Keith and associates in The Gasoline 
Products Company gave a detailed de- 
scription of the use of such an installation, 
with examples of its use as applied to once- 
through cracking of mid-continent virgin 
gas oil. Under conditions of minimum tar 
formation the general equation for a mono- 
molecular reaction applies when the 
amount of material cracked is expressed in 
terms of gasoline plus gas as a function of 
time; within limits, pressure has no effect 
on reaction rate and the amount of fixed 
gas produced per unit of gasoline varies 
inversely as the pressure. 


Oil-Well Jet Pump 


Tue set pump has not been extensively 
used in petroleum production, apparently 
from a belief that its efficiency is too low 
and that it is not suited to very high 
heads. Professors M. P. O’Brien and 
J. E. Gosline of the University of Cali- 
fornia presented a paper discussing the 
fundamental principles involved in the 
use of this device, which is distinguished 
by its ease of installation and the absence 
of moving parts. In this paper the limit- 
ing conditions in which the jet pump can 


13,800,000 bbl., or 28.9 percent below last 
year’s export shipments. 

Total crude oil demand during the 
second and third quarters of 1933 was 
estimated at 431,000,000 bbl., 2,355,000 
bbl. per day, of which amount 14,000,000 
bbl. are to be derived from the imports, 
and 18,000,000 bbl. are recommended to 
be withdrawn from the storage. The 
total demand for crude oil is thus 2.5 
percent under the corresponding period of 
the last year, while the import estimate is 
46.2 percent below the actual imports for 
the corresponding period of 1932. 


Technieal Papers 


operate are pointed out and it is shown 
that its efficiency can be made appreci- 
ably higher than is usually considered 
possible. 


Corrosion of Tubing 


Tusinc failures in pumping oil wells 
have long been a great source of trouble 
and expense. As one major oil company 
found, the best answer to the problem is 
to make a thorough study of every failure 
of strings in service and then to draw up 
specifications for materials that are least 
subject to these types of failure. As de- 
scribed by Walter F. Rogers of the Gulf 
Oil Companies, the most common failures 
occur in the joint ends and the conclusion 
has been reached that fully normalized 
external upset seamless galvanized tubing 
best meets the conditions to which tubing 
is subjected in both shallow and deep wells. 


Origin of Source Sediments 


Ir PETROLEUM geologists could tell the 
oil drillers exactly the kind of rocks that 
have served as sources of petroleum de- 
posits the industry would be spared a vast 
deal of trouble and expense. For this rea- 
son the A.P.I. has sponsored a seven-year 
investigation of source beds for petroleum. 
As reported by Parker D. Trask of the 
U. S. Geological Survey, a few definite 
results have been obtained, chiefly indica- 
tions of lines along which the problem 
may be further attacked. 


Earthquake and Fire Protection 

A paper on the effects of the earth- 
quake of 1933 on oil properties in the Los 
Angeles Basin was presented by George 
F. Prussing of the Union Oil Company of 
California. On the whole, the structural 
facilities of the oil industry suffered little 
damage, an outcome which is ascribed to 
better engineering and workmanship as 


compared with other structures in the 
same area. There were few pipeline 
failures or severed connections except 
where sufficient flexibility was not allowed 
in the original design; masonry work suf- 
fered typical damage. Only one oil tank 
out of several thousand actually collapsed. 
The conclusion is that while at times a 
California earthquake may be disruptive 
it is not necessarily so, and may be 
minimized by building to protect against 
excessive damage; such building is expen- 
sive but is a valuable form of insurance. 


Naphtha-Reforming Practice 

NNapHTHA-REFORMING is a direct out- 
growth of the continually increasing de- 
mand for higher octane number motor 
fuels. The refiner has been accustomed to 
meet this situation by selection and blend- 
ing of crudes and stocks; but for maximum 
flexibility in anti-knock improvement 
it is essential that the reforming process be 
studied through a wide range. Such a 
study is supplied in a paper by E. J. LeRoi 
and H. W. Ferguson of The Humble Oil 
and Refining Company, who describe a 
layout and method for noting the com- 
bined and individual effects of time, 
temperature and type of feed stock on 
yield, capacity and quality of product for 
varying degrees of octane number im- 
provement. 


Aleohol in Motor Fuel 


Computsory addition of agricultural 
alcohol to gasoline motor fuel has been 
agitated in practically every country, and 
half a dozen legislative projects on the 
subject are now pending in the United 
States. All this agitation springs from 
the desire to afford farmers an outlet for 
their surplus grain production. It is 
quite true that alcohol has a certain value 
as a fuel for internal combustion engines, 
but as pointed out by Prof. G. G. Brown 
of the University of Michigan these values 
are offset by certain disadvantages, 
among which is a much higher cost. 
Addition of alcohol to gasoline lowers the 
energy content, gives rise to excessive cor- 
rosion, and always involves the possibility 
of trouble from the accidental presence of 
water. 


Oil Rock Permeability 

Bare oF DRAINAGE of oil from reser- 
voir sands is a very important matter, the 
study of which has been held back be- 
cause there has been no satisfactory meth- 
ods of measuring certain important 
characters of reservoir rock. Chief of 
these characters is the permeability which 
influences the productive capacity and 
effective drainage area of wells; these are 
obviously important features in the 
evaluation of producing oil properties, and 
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especially as regards the economics of well- 
spacing. T. V. Moore and collaborators 
of The Humble Oil and Refining Company 
contributed a paper outlining a method for 
calculating oil rock permeability from the 
results of field tests on flowing wells and 
showed how the results may be applied to 
the economical development of the prop- 
erty. One of the most interesting con- 
clusions reached is that oil wells might be 
spaced much wider apart than has been 
customary, particularly if the rate of 
production from the field is kept low. It 
is a lamentable fact, however, that well 
spacing is governed by other considera- 
tions than proper engineering. 


Experimental Cracking Unit 


Asout HaLF of all gasoline now con- 
sumed is produced in cracking units, and 
it is important that the operating condi- 
tions of such units be capable of adjust- 
ment so as to give optimum results under 
varying circumstances. The rub comes 
from the fact that optimum conditions are 
not constant, and must be adjusted as de- 
manded by costs and market require- 
ments. It is inconvenient to make the 
necessary experiments with commercial- 
size equipment so that a laboratory pilot 
cracking unit becomes indispensable. The 
design of such a laboratory unit, how it is 
operated and what may be accomplished 
with it are described in a paper by W. W. 
Gary and J. T. Ward of the M. W. 
Kellogg Company. 


Cracking Light and Heavy Oils 

Demanp for octane numbers con- 
tinues to grow and more and more light 
and heavy oils are being turned into anti- 
knock motor fuel. In a modern highly 
flexible cracking process, as outlined in a 
paper by Gustav Egloff and Edwin F. 
Nelson of the Universal Oil Products Com- 
pany, the naphtha fraction is converted in 
one heating coil and the fuel oil residue in 
another, after first topping out a light 
gasoline fraction of high anti-knock value. 
A unit of this design produces very high 
octane gasoline and combines the reform- 
ing of gasoline or naphtha with the regu- 
lar cracking operation, and is highly 
economical to a refinery whose main out- 
put is a high octane product. 


Centrifuge Dewaxing with 
Trichlorethylene 

Tue Separator-NoseEL (S.-N.) Com- 
pany has developed a centrifuge for use 
with heavy solvents and is offering it to 
the petroleum industry for dewaxing. 
Some thorough tests described by Carl F. 
Pester of the Standard Oil Development 
Company, have been made with this ma- 
chine in connection with the use of trich- 
lorethylene as a solvent. The results 
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show that the S.-N. machine will dewax 
any oil that can be handled by centrifugal 
means and works to advantage on oils 
of low wax content. The method uses 
somewhat lower solvent dilutions than 
processes employing naphtha as the dilu- 
ent. This feature, coupled with high al- 
lowable chilling rate, permits both lower 
installation and lower operating costs. 


Dewaxing Oils with Benzol and 
Acetone 


Experience at the Indian Refining 
Company’s plant at Lawrenceville, Ind., 
as related by F. X. Govers and G. R. 
Bryant, shows that all distillate stocks, 
including wide-cut wax distillates carrying 
all grades from neutrals to bright stocks, 
or close-cut neutrals and close-cut motor 
oil stocks, can be dewaxed with the benzol- 
acetone solvent. The dewaxed oils are 
free from wax cloud and have pour tests 
corresponding to the temperatures at 
which filtration was effected (0 deg. F. to 
—40 deg. F.). The process can be carried 
out in practically any climate, and the 
refrigeration or condensing equipment 
require no special cooling waters. The 
description of the arrangement and opera- 
tion of the plant is commendably full. 


Paraffin Distillate 

AdppticaTION of microphotography to 
crystals of paraffin wax has resulted in 
furnishing an interesting and important 
control test for wax pressing operations. 
The filtration of a wax is largely deter- 
mined by the character of the crystals, 
which may be in the form of large plates, 
needles, semi-amorphous, or some inter- 
mediate form. In a method devised by 
L. L. Davis and D. S. Campbell of the 
Continental Oil Co., the routine tests on 
a wax distillate or pressing stock consist, 
besides viscosity and distillation range, 
of a microscopic examination of the wax 
crystals, which enables the operating de- 
partment to make a fairly accurate 
classification of the stocks in process. 


The Range Oil Burner 


Durinc the past eight years there has 
been a wide application of range oil burn- 
ers to domestic requirements, especially 
in the New England states. As computed 
by L. F. Speare and C. B. Cooley of the 
Gilbert and Barker Manufacturing Com- 
pany this development has called for the 
delivery in 1932 of more than 200,000,000 
gal. of range oil in these six states, which 
have a population of 8,240,000 and ap- 
proximately 821,000 owned homes. This 
stamps the range oil burner as the creator 
of a new market for oil in other sections 
of the United States. Exploitation of 
this greater field is now mainly a matter 
of assuring a supply of good range oil, 


honestly built burners of good design and 
reasonable price, and efficient advertising. 
The pioneer work has been done. 


Liquid Asphaltic Road Materials 

Lone anv soMEwuart painful experi- 
ence has demonstrated that asphaltic 
materials for low-cost road treatment 
must be produced and furnished on a 
quality basis, and no industry is so thor- 
oughly dependent for success and growth 
on mutual cooperation as the asphalt 
industry. As pointed out by Prevost 
Hubbard of the Asphalt Institute and 
E. F. Kelley of the U. S. Bureau of Public 
Roads the time has arrived for the general 
adoption of standard specifications for 
asphaltic road materials. The potential 
market for these materials in the United 
States is vast, but the development of this 
market is impeded by restrictive specifica- 
tions framed in the selfish interests of 
particular producers. In its own interest 
the industry as a whole should support 
the movement for standardization spon- 
sored by the Asphalt Institute. 


Ignition Quality of Diesel Fuels 

Tue Metuop of determining the igni- 
tion quality of Diesel fuel as developed 
by experts of the Shell organization in 
Holland was described by A. G. Marshall 
of the Shell Oil Company. This method 
sets up a ‘‘cetene number”’ for Diesel oils 
analogous to the ‘‘octane number”’ now 
in use for gasolines. In this scale pure 
cetene (CyHs) rates 100 and alpha- 
methylnaphthalene (C,,Hy) rates zero; 
blends of these two hydrocarbons give 
the intermediate cetene numbers. Com- 
mercial fuels from petroleum sources 
range from about 25 to 70 in cetene num- 
ber. The modified C. F. R. engine is used 
in making the ratings. The higher the 
cetene number the greater the freedom 
from delayed ignition and knock. 


Dewaxing Oils in Propane Solution 
W. u. Banke, R. N. Giles and C. E. 
Adams of the Standard Oil Company of 
Indiana described a new process of de- 
waxing oils which involves solution of the 
oil in a normally gaseous solvent, such as 
propane, under pressure, followed by 
adiabatic evaporation of part of the 
solvent to self-refrigerate the liquid for 
crystallization of wax, followed by filtra- 
tion and solvent recovery. The rate of 
filtration or wax-settling is high, the yield 
of dewaxed oil is high and there is only a 
small difference between separation tem- 
perature and pour point of the finished 
oil. The process is applicable to all types 
of oils which are commonly dewaxed. A 
plant to treat 55,000 gals. of wax-bearing 
oils daily by this method has been con- 
structed and is operating satisfactorily. 








World Congress Meets in London in July 


Extensive Program of Technical Papers Arranged 


for Gathering Organized by the Institution of 


Petroleum 


bition to Be Held. 


@. OUTSTANDING importance to those 
concerned with the technical problems 
of the oil industry is the World Congress 
organized by the Institution of Petroleum 
Technologists which is to hold its sessions 
in London, July 19-25. At this meeting 
scientists and practical experts from all 
parts of the world will contribute to the 
discussion of a wide range of subjects. 
A special committee of the Institution 
with Mr. J. Kewley as Chairman has had 
charge of arrangements and, with the aid 
of various other committees, has arranged 
a varied and complete program including 
not only a large and varied list of papers 
but also attractive general and social 
features for the entertainment of members 
and visitors. 

Among these features is to be a lecture 
at the Royal Institution by Sir John 
Cadman, a banquet at the Mayfair 
Hotel, a dinner by the Council of the 
Institution to the foreign delegates, 
exhibitions of films at the Imperial In- 
stitute and visits to various laboratories 
and works. It is probable that a Gov- 
ernment Reception to members and visi- 
tors will be included among the social 
events. The Oil Industries Club is 
planning various special affairs for Con- 
gress week and functions for ladies 
accompanying delegates and members 
will be arranged. 

The program of papers and discussion 
is arranged by sections with subdivisions 
according to topics. Among them will 
be the following: 


Geological Section 


July 20th 
Cceophysics: 
Recent Oil Exploration by Electrical Methods, | 


y 
Conrad Schlumberger. 

Limitations of Geophysical Methods and Electro- 
Chemical Method for Determining Formations at 
Great Depths, by Oscar Weiss. 

The Seismic Method, two papers by J. H. Jones and 
F. Goldstone. 

Regional Magnetic Study of the 
Petroliferous Basin, by C. L. Alexanian. 


Pechelbronn 


Application of Ultra-Violet Rays in the Investiga- 
tion of Boring and Oil Tests, by Dr. A. Bentz and Dr. 
F. Strobel. 

The Vertical Magnetometer, by James C, Temple- 


ton. 


Technologists—International Exhi- 


Structural Investigation by Electro-Magnetic 
Methods, by Karl Sundberg and H. Hedstrom. 

Economic Application of the Torsion Balance in 
Oil Prospecting, by James C. Templeton. 

Co-operation between Geologists and Geophysi- 
cists, by R. Schreiter. 

Geophysics in the Determination of Structure in 
the Argentine, by E. Fossa-Mancini. 

Contributions by R. Ambronn and Messrs. Van 
Weilden and Rainbow, one of which is in connection 
with Regional Geology. 


Acroplane Reconnaissance and Photography: 

Use of Aerial Photographs for Geological Purposes, 
by Stanislaw Zuber. 

Topographical Aspects of Acroplane Surveying, by 
Lieut. J. S. A. Salt. 


Evaluation of Surface Evidences of Petroleum: 

Outcrops of Oil-Bearing Strata and Their Prospect- 
ing, by Stanislaw Zuber. 

Evaluation of Surface Evidences of Petroleum, by 
Gerald de P. Cotter. 

Contribution by A. Beeby Thompson. 


Field Methods: 


The Construction of Maps of Subsoil Structure for 
the Purposes of Petroleum Geology, by Dr. D. Chah- 
aroff. 


The Scientific Foundations of Micro-Palacontology, 








by M. F. Glaessner. 
Mi 
Micro-Petrology, by P. Evans. 


ro-Palacontology, by Dr. Nuttall. 





The Aneroid Barometer in Reconnaissance Work, 
by T. Sutton Bowman. 


July 21st 

Geological Significance of the Regional Distribution 
of Oilfields, by A. Wade. 

Distribution of Probable Source Rocks in Relation 
to Natural Gas and Petroleum Production in Alberta, 
Canada, by Dr. G. S. Hume. 

The Oil Prospects of Western Canada, by Campbell 
M. Hunter. 

Contributions on Canada, by A. J. Goodman. 

Albania, by B. K. N. Wyllie. 

Colombia, by L. D. S. Richardson. 

Germany, by J. Romanes. 


July 24th 
General Development Schemes Involving Gas Con- 
servation, Edge-Water, Group Production, etc.: 

Contribution to the Study of the Phenomena which 
accompany Accumulations of Gas in the Exploitation 
of Petroleum Deposits, by Dr. D. Chahnazaroff. 

Gas Saturation Pressure of Reservoir Crude as a 
Factor in Efficient Operation of Oilfields, by Capt. D. 
Comins. 

Contribution by Prof. J. Versluys. 


Unit Development of Oilfields: 

Unit Development of Oilfields, by Dr. J. B. Um- 
pleby. 

Contribution by C. A. P. Southwell. 


Well Spacing: 
Contribution by F. E. Wood. 
Coring, Flush 


Evidence Provided by Sampling, 


ete.: 
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Accuracy Attained by Electrical Correlation in 


Drilling Wells, by T. Sutton Bowman. 


Electrical Logging: 


Recent Developments in Electrical Coring. by 


Conrad Schlumberger. 
Methods of Increasing Oil Recovery: 


Rejuvenation of Oilfields by Natural and Artificial 
Water Flooding. by K. B. Nowels. 


Production Section 


July 20th 
Modern Methods of Deep Drilling: 
General Principles Involved in Oil Well Drilling, 
John A. Zublin. 
Drill Pipe Feed Controls. 


v 


Control of Water, Water Location, Casing Cements, 
and Cementing: 

Gravity and the Driller, by Col. H. C, B. Hickling. 
Mud Control of Formation Pressures, Heaving Shale, 
ete.: 

Contribution by A. Frank Dabell. 

Pressure Drilling, by B. J. Ellis and James Cuthill, 

Contribution by C. A. Moon. 

Methods of Control 
Weighted Mud. 


Deviation of Wells: 


other than those Using 


Measurement of the Deviation (Inclination and 
Azimuth) of Drill Holes by Means of Electro-Magnetic 
Teleclinometer, by Conrad Schlumberger. 

Contributions by P. Evans and W. EF. Bruges. 


July 21st 


Relationship between Reservoir Conditions and the 
Most Effective Rate of Production for Wells: 
Relationship between Rate of Production, Gas-Oil 
Ratio, and Ultimate Recovery, by L. I. Gardesecu. 
Contributions by Prof. J. 
Herold and N. Matheson. 


Versluys, Stanley C. 


Methods of Controlling Rate of Production from 
Flowing Wells: 

Contributions by J. L. Chaillet and B. J. West. 
Modern Developments in the Raising of Oil: 

Contribution by A. E. Walling. 

Care of Producing Wells. 

Storage of Gas in Depleted Oil Reservoirs. 

(as Analysis. 

Modern Methods of Gasoline Extraction. 

Contributions by 8. O. Connor and F. Schwendwein. 


Utilization of Gas for Repressuring and Gas Drive. 


July 24th 


Treatment of Emulsions: 

Treatment of Crude Oil Emulsions, by Amsterdam 
Laboratory, \N. V. de Bataatsche Petroleum Maats- 
chappij. 

Prevention of Evaporation and Other Losses in the 
Field. 

Measurement of Oil Production by Allocation to 


Wells. 


Modern Pipe-Line Design and Construction: 

A Nomographic Study of Oil Pipe-Line Design, by 
Prof. Alfred W. Nash and L. V. W. Clark. 

Evaluation of Evaporation and Other Losses in 
Pipe-Line Systems. 

Prevention of Pollution in Tank Steamers. 

Co-ordination of Port of Shipment Regulations. 


July 25th 


The Measurement of Oil by Volume, by Standard- 
ization Sub-Cor ittee No. 10 of the Institution of 
Technologists. 





Petroleur 





The Calibration of Receptacles Used for the Storage, 
Transport and Distribution of Petroleum and its 
Products, by W. F. Jelffs. 

The Measurement of Oil in Ships, by Marine Depart- 
ment, Anglo-Saxon Petroleum Co. Ltd. 




















Hydrometers, by V. Stott (National Physical 
Laboratory). 


Refining and Chemical Engineering 
Section 


July 20th 


An Historical Account of Hydrogenation, by Dr. F. 
Bergius. 

Ten Years’ Research on the Hydrogenation of Mate- 
rials at the University of Delft, by Prof. H. I. Water- 
man. 

Historical Account of Hydrogenation and a Demon- 
stration, by W. R. Ormandy. 

Recent Progress on Catalysis and Hydrogenation, 
by Dr. M. Pier. 

Hydrogenation of Gas Oil vis-a-vis the Cracking of 
Gas Oil, by R. T. Haslam. 

The Upgradi 
tion, by R. ‘1 slam. 
of Coal, by K. Gordon. 


of Lubricating Oils by Hydrogena- 









Hydrogen: 


Relation of Bitumen to Solid Matter: 

Relation of Bitumen to Sand and Stone, by Prevost 
Hubbard. 

Relation of Bitumen to Filler, two papers by A. 
Evans and Dr. F. J. Nellensteyn. 

Bituminous Filling Compounds, by J. J. Fox. 


Relation of Bitumen to Liquids: 


Relation of Bitumen to Emulsions, two papers by 
The Road Emulsion and Cold Bituminous Roads 
Association and I. Vandone. 


Tar-Bitumen Mixtures: 

Stability and Properties of Tar-Bitumen Mixtures, 
by Dr. F. Macht. 

Analysis of Tar-Bitumen Mixtures, three papers by 
Dr. H. Mallison, Dr. F. J. Nellensteyn and Prof. P. 
Le Gavrian. 


July 21st 

The Principles of Solvent Extraction Applied to the 
Refining of Oils, by T. G. Hunter and Prof. A. W. 
Nash. 

Selective Solvents, by Dr. J. Rosenberg. 

Phenol as a Selective Solvent in the Refining of 
Lubricating Oils, by Dr. R. K. Stratford, H. H. Moor 
and O. 5S. Pokorny. 

Sulphonation of Light Lubricating Oil Fractions 
by Means of Sulphur Trioxide, by J. M. Kligerman. 

Theory of Refining by Extraction, by Dr. W. J. D. 
van Dyck. 


Tests Necessary to Establish the Value of Kerosines: 
Kerosine for luminating Purposes, two papers by 
J. S. Jackson and B. H. Moerbeek. 
Kerosine for Power Purposes, by R. Stansfield and 
A. R. Stark. 


Causes of the Discoloring of Kerosine in Storage: 
The Refining of Kerosine to a Stable Color, by E. S. 
Hillman. 
Causes of Discoloration of Kerosine on Storage, 
two papers by B. H. Moerbeek and L. P. McHatton. 
Reversion of Color of Kerosine on Storage, by 
B.C. Allibone. 


The Tendency to Smoke Tests of Kerosine (Joint 
Session with Standardization Section): 

Chemical Significance of Tendency to Smoke, by 
Ss. T. Minchin. 

Development of Methods of Measurement of Tend- 
ency to Smoke, two papers by J. S. Jackson and 
Walter A. Woodrow. 

Caleulating the Tendency to Smoke of Kerosine 
Without the Use of a Lamp, by C. L. Gilbert. 


July 24th 
Vapor Phase Refining of Gasoline, by M. R. 
Ma 
Refining of Cracked Gasolines, by Jacque C. Morrell 
and Gustav Egloff. 
The Refining of Cracked Gasoline, by W.H. Thomas. 
The Refining of Motor Spirits from the Low-Tem- 





lelbaum. 


perature Carbonization and Hydrogenation of Coal, 
by A. B. Manning. 

Gasoline Inhibitors, by Gustav Egloff, Jacque C. 
Morrell, C. D. Lowry, Jr. and C. G. Dryer. 

The Inhibitory Action of Various Substances on the 
Deterioration of Olefinic Fuel Spirits, by E. W. J. 
Mardles and H. Moss. 








The Desirable Characteristics of Fuels for High- 
Speed Compression-Ignition Engines, by J. Kewley. 

Lacquer Formation in Diesel Fuels, by C. A. Bou- 
man. 

Knock-Rating of High-Speed Compression-Ignition 
Engine Fuels, by G. D. Boerlage and J. J. Broeze. 

Ignition Characteristics of Diesel Fuels, by A. W. 
Pope. 

Ignition Points and Ignition Qualities of Diesel 
Fuels, by Dr. Heinrich Triebnigz. 

Knock-Testing of High-Speed Compression-Ignition 
Engine Fuels, by R. Stansfield. 

The Piezo-Electric Pressure Indicator for Knock- 
Tests in Combustion Motors, by Dr. J. Kluge and Dr. 
H. E. Linekh. 

Influence of Rotary Swirl in High-Speed Compres- 
sion-Ignition Engines, by C. F. Taylor. 

The American Programme of Tests, by P. H. 
Schweitzer. 

Auto-Ignition Characteristics of Diesel Fuels, by 
Dr. A. E. Becker and H. R. Stacey. 

C.F. R. Knock-Rating Engines will be demonstrated 


in operation in the laboratories of the Anglo-American 





Oil Co. Ltd., Vauxhall, London; the Anglo-Persian 
Oil Co., Ltd., Sunbury-on-Thames, Middlesex; and 
Shell-Mex and B. P. Lid., Fulham, London. 

The Polymerization of Gaseous Olefines as a Source 
of Liquid Fuels, by A. R. Bowen and Prof. A. W. 
Nash. 

Colloidal Fuels, by W. H. Cadman. 

Compressed Gases, by Dr. C. M. Walter. 

Alcohol Fuels, by W. R. Ormandy. 

Producer Gases as Fuels, by J. Russel. 





Substitute Diesel Fuels and Lubricating Oils, by 
DD. A. Howes. 

Low-Temperature Carbonization, by F. S. Sinnatt 
and J. G. King. 

Contributions by M. Audibert and Dr. Weiler. 


Standardization Section 


July 20th 
Tests for Bitumen Employed for Electric Insulation: 
A Contribution by the British Electrical and Allied 
Industries Research Association. 
Lesser Known Tests Applied to Bitumen: 


Tests Recommended for Liquid Asphalts and Cut- 
Back Asphalts, by C. F. Jackson. 
Contribution by Prof. P. le Gavrian. 





Paraffin Wax in Bitumen: 


The Determination of Paraffin Wax in Bitumen, 
two papers by W. H. Thomas, and J. Manheimer and 
W. Maass. 

The Effect of Paraffin Wax on the Properties of 
Bitumen, by Dr. Riehm. 

International Standardization of Methods of Test 
for Bituminous Emulsions. 


July 21st 


Significance of ‘Test Methods for Gum in Gasoline, 
by Gustav Egloff, Jacque C. Morrell, C. Wirth and 
G. B. Murphy. 


Estimation of Existent Gum, by Standardization 





Sub-Committee on Gum, Institution of Petroleum 
Technologists. 

A Significant Method for the Determination of 
Bridgeman. 


Gum in Gasoline, by Dr. O. C. 





Estimation of Potential Gum, two papers by E. W. J. 
Mardles and W. H. Thomas. 

The Possibilities of the Determination of Potential 
Gum in Gasoline by Ultra-Violet Rays, by Dr. M. 


Freund. 





Viscosity and Its Expression, two papers by G. Barr 
and Prof. E. C. Bingham. 

The Change in Viscosity of Liquids with Tempera- 
ture, Pressure and Composition, by Dr. C. 5S. Cragoe. 

The Plasticity Test, by Amsterdam Laboratory, 
N. V. de Bataatsche Petroleum Maatschappij. 

Tests for Plasticity and Adhesion, by the British 
Electrical and Allied Industries Research Association. 

The Simplest and Most Accurate Viscometer with 
Suspended Level, by Dr. L. Ubbelohde. 

The Oxidation and Carbonization of Lubricating 
Oil. 

The Durability of Lubricating Oil as Indicated by 
the Oxidation Test, by Dr. F. Evers and Dr. R. Schmidt. 

A Contribution by F. H. Garner. 


Dilution of Diesel Engine Lubricating Oil: 


Determination of Dilution, two papers by A. T. 
Wilford and A. R. Stark. 

General: 

An Analytical Steam Distillation for Measuring 
the Volatility Range of Lubricating Oils and Other 
High-Boiling Fractions of Petroleum, by Dr. R. N. J. 
Saal and Ir. C. G. Verver. 

Determination of Cloud Point of Dark Oils, by 
Amsterdam Laboratory, N. V.de Bataatsche Petroleum 
Maatschappij. 

The German Standards for the Testing of Lubri- 
cants, by Dr. B. Hilliger. 

The Classification of Oils According to Viscosity as 


Affected by Temperature, by Dipl.-Ing. Walther. 





n Meter and Its Significance for the 
n, by Dr. L. Ubbelohde. 
ad Its Influence on Lubri- 






Problem of Bearing Frict 
Incomplete Combusti 
cation, by Wilhelm Behrens. 


July 24th 
Motor Gasoline: 
A Résumé of French Practice, by P. Dumanois. 
The Effect of Temperature on Knock-Rating. by 
L. A. Peletier. 
The C. F. R. Motor Method, by A. W. Pope. 
Secondary Reference Fuels, by Dr. A. E. Becker and 


C. B. Kass. 


Aviation Gasoline: 





Knock-Rating of Aviation Fuels, by Sub-Commit- 
tee on Knock-Rating of Aviation Fuels, Institution of 
Petroleum Technologists. 

Standardization of Knock-Rating of Aviation Fuels, 
by Dr. A. E. Becker and H. R. Stacey. 

A Contribution by Dr. A. Von Philippovich. 


July 25th 


A report on International Standardization, pre- 
pared for the World Power Conference, by A. E. 
Dunstan. 

A Special Meeting of the International Standards 
Association, Committee 28, has been convened by the 
American Standards Association to take place during 
the Congress. 


ContTEMPORANEOUSLY with the ses- 
sions of the World Congress the Interna- 
tional Oil Industries Exhibition will be 
held at the Royal Agricultural Hall in 
London. It is intended to bring together 
a display of the most improved and up-to- 
date processes and equipment for the 
production, handling and refining of 
petroleum. The list of exhibitors in- 
cludes leading oil companies and many of 
the most progressive manufacturers of 
machinery and equipment adapted to use 
in the industry. 

The conjunction of these two important 
events in the Congress and the Exhibition 
promises to draw to London in July a 
large and representative gathering of oil 
men from all parts of the world. 


v 


Slight Inerease in British 
Refined Imports 


Imports of refined petroleum into Great 
Britain during April, 1933, amounted to 
4,748,293 bbl., compared with 4,679,530 
bbl. in the same month of last year, or an 
increase of 1.4 percent. The values were 
{2,462,185 and £2,512,266, respectively, 
or a drop of 1.9 percent. 
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Shell of Canada’s} Montreal 


Completed 


With 5,000 bbl. per Day Capacity, the New Re- 


finery Will Produce High Anti-knock Motor Fuel 


and Fuel Oil from a Single Unit Containing 


Skimming, Cracking and Stabilizing Plant. 


Tix RECENTLY completed Montreal 
East refinery of the Shell Oil Company of 
Canada, Ltd., at present equipped to 
produce high anti-knock motor fuel and 
fuel oil, with a capacity of approximately 
5,000 bbl. per day started operation on 
March 22. Construction and equipment 
of the plant are extremely modern and 
efficient, designed to give a high yield of 
high octane gasoline to help meet the 
growing demand created by the Shell 
Company’s expanding business. The 
plant is located at Montreal East, which is 
rapidly becoming the main refinery center 
of eastern Canada, one mile from the St. 
Lawrence River, on Sherbrooke Street, 
occupying a commanding position some 
80 ft. above the river. 


Crude supplies will reach the refinery 
in Shell tankers on the St. Lawrence and 
can be rapidly unloaded at the Montreal 
Harbor Commission’s new _ two-vessel 
dock through pipelines and pumps of 
ample capacity. The dock is accessible 
at all times that the river is not closed by 
ice. Prior to the closing of navigation 
last winter an adequate supply of crude 
was run to storage constructed for the new 
refinery and is now being used in the re- 
finery. Crude storage capacity of ap- 
proximately 600,000 bbl. is available, an 
unusually large capacity being necessary 
to serve the refinery through the winter 
when the river is closed to navigation. 

Pumping to and from storage with the 
exception of crudeoil unloading, is through 
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a central pump house equipped with two 
electrically driven, centrifugal pumps 
with a capacity of 500 gal. per minute and 
one similar set-up of 2,100 gal. per minute 
capacity for handling gasoline. Two 
steam driven, duplex, piston pumps of 
500 and 1,000 gal. per minute capacities 
respectively handle transfer and loading 
of fuel oils. 

Crude from storage is preheated, set- 


Stabilog controlling hot oil pumps. 
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tled and separated from foreign sub- 
stances in a horizontal settling tank and 
further heated by heat exchangers. Apart 
from the usual heat exchange, which is an 
integral part of any normal absorption 
and stabilization plant, the type of unit 
installed in this plant by the Universal 
Oil Products Company, permits large di- 
rect exchange of heat between products 
in the main processing plant. Heat is 
transferred to the crude, first from the 
cracked gasoline vapors by means of two 
horizontal Alco exchangers, next from 
cracked residuum by means of two stacks 
of tube flow exchangers, and finally, by 
means of a Leach vertical exchanger from 
the cracked vapors passing to the frac- 
tionating column. 

There are two main fractionating col- 
umns in the plant, one for straight run 
and one for cracked products; each pro- 
duces a top product of end point gasoline. 
Side cuts will eventually be taken from 
both columns for further fractionation in 
stripping columns. After the crude has 
been adequately preheated, the high 
octane, straight run gasoline is fraction- 
ated out, an intermediate cut separated 
by means of a side stripper and the heavy 
ends drawn off at the bottom of the crude 
fractionating column. The straight run 
gasoline is condensed, stabilized, chem- 
ically treated and run to storage. 

The side cut from the crude fractionat- 
ing column is fractionated in the stripper, 
vapors returning to the crude column and 





























Fractionat- 
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bottoms being drawn off. The heavy 
ends from the crude column are pumped 
to the other main fractionating tower 
where they join the heaviest of the 


Gray 
treating 
towers. 


cracked recycle stock and are thence 
pumped by a high pressure, hot oil pump 
through one of the two cracking furnaces, 
containing convection and radiant heat 
sections, the latter with radiant tubes in 
roof and floor of the combustion chamber. 

Of these two furnaces one is now com- 
plete, containing 54 five-inch outside 
diameter radiant tubes with !4 in. walls 
and 38 four-inch outside diameter con- 
vection tubes with %% in. walls, 28 of 
which are fitted with corrugated elements. 
The second furnace, to be completed 
shortly, will have a split flow of oil through 
similar sections, the tubes on each side 
being arranged as in the first furnace. 
Both furnaces are equipped with air pre- 
heaters and radial brick stacks. 

To obtain the best yield of high octane 
cracked gasoline from the topped crude 
the more refractory intermediate frac- 
tions from the fractionating column side 
cut strippers are cracked in the other 
furnace under different time-temperature 
conditions. 

Transfers from both furnaces discharge 
into a reaction chamber (6 by 30 ft. with 
a 4 in. wall) at the top; vapor and liquid 
are drawn off from the bottom, reduced in 
pressure, and discharged into a flash 
chamber in which a separation of cracked 
vapors and residues is effected. The 
residue is cooled and run to storage and 
the vapors from the flash chamber pass 
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through the heat exchanger to the main 
fractionating tower. From this tower an 
end point gasoline is taken off from the 
top, heavy ends from the bottom, and an 
intermediate cracked recycle stock from 
the middle which is stripped of light ends 
in a side column before being blended and 
cracked with the corresponding straight 
run cut. 

Cracked end point gasoline vapors pass 
through Gray vapor phase treating tow- 
ers, and are then condensed, stabilized, 
doctor treated, and run to storage. A 
gas absorption plant is also an integral 
part of the unit. 

As constructed at present the plant is 
prepared to turn out high anti-knock 
motor fuel and fuel oil only. Large stor- 
age capacity for refined products has been 
provided to handle products during the 
season when the river is closed to naviga- 
tion. Refined products will be trans- 
ported by rail and water to the Shell 
Company’s distributing centers in On- 
tario and Quebec. 

Construction presented no unusual dif- 
ficulties except that rock is met with about 
one foot below the surface. While this 
insured an excellent foundation for the 
buildings of the refinery it also necessi- 
tated blasting trenches for lines. All 
these that are affected by low temperature 
are below the frost line, about four feet 
down. All main pipelines are welded 
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Leach heat 
exchangers. 


throughout their entire length. Con- 
struction was completed on schedule 
except where additions to the plant 
called for further work causing insignifi- 


Alco 
absorption 
plant. 





cant delays which, however, did not pre- 
vent beginning operation on schedule. 

The plant makes use of the most mod- 
ern practice in refinery operation, having 
a complete skimming, cracking and stab- 
ilizing plant all in one unit while the 
equipment consists of the most efficient 
machinery available such as the three, 
engine driven, high pressure, hot oil 
pumps, and a boiler house designed for 
450 lb. per sq. in. pressure. Construction 
work is of the same high standard, with all 
power transmission, lighting and tele- 
phone cables underground. 

In the same building with the refinery 
office is a complete laboratory fully 
equipped to carry out all routine tests on 
refined products, analyses and normal 
research. Equipment is provided for, 
among other things, Podbielniak gas 
analyses and physical tests. As part of 
the emphasis placed by the company on 
the production of high anti-knock motor 
fuel from this refinery, a C.F.R. anti- 
knock testing engine has been installed. 

The importance of the location of the 
Shell refinery may be seen from the grow- 
ing importance of Montreal as an oil re- 
fining port. Over 10,000,000 bbl. of crude 
oil were shipped through the port of Mon- 
treal during 1932 the greater portion of 
which was refined in that city. In the 
construction of the plant the company 
utilized Canadian materials and labor and, 
so far as possible, the same policy was fol- 
lowed in purchasing equipment. 

















New Process for Recovery 


Lube Fractions 


The Coubrough Process Offers a Continuous 


Distillation Method for Complete Recovery of 


Heavy Lube Fractions and High Quality As- 


phalt, Explained by W. W. Kraft. 


“ 

Box SOME TIME, experimental work 
has been carried on to develop a simple 
continuous distillation process for the 
complete recovery of the heaviest lubricat- 
ing oil fractions and the simultaneous 
production of high quality asphalt from 
reduced crudes. The disposition of va- 
rious residues obtained in the later stages 
of crude oil distillation has been a major 
problem of the refiner. He could attempt 
the additional recovery of lubricating oils, 
or use the residue for fuel oil. If the 
asphalt content was low, the residue 
might be treated to produce a cylinder 
stock. If the asphalt content was high, 
the residue might be steam reduced or air 
blown to produce certain grades of asphalt. 
A comprehensive program of experimental 
work, designed to provide a definite yet 
flexible operating scheme for handling 
these various residues, has been in prog- 
ress for some time and has resulted in the 
perfection of the Coubrough Process by 
the Lummus Company. 

An analysis of the progressive develop- 
ments in processes and equipment for 
petroleum distillation will show how the 
refining industry has met problems 
brought on by changing standards of 
products, new sources of crude oil, new 
markets for petroleum products, and 
necessity for low refining costs. The first 
developments were largely concerned 
with more efficient separation and re- 
covery of lighter distillates, topped crude 
residues being utilized for fuel oil, except 
in the case of certain selected crudes 
which were suitable for production of 
lubricating oils with a minimum of 
processing. Expansion of the market for 
lubricating oils, together with the rela- 
tively small production of crude suitable 
for lubricating oil manufacture by proc- 
esses then in use led to the introduction of 
distilling and processing methods which 
would yield satisfactory lubricating oils 
from lower grade crudes. Employment 
of vacuum in distillation proved a most 
valuable step in providing a means of 


recovering lubricating oils from mixed 
base and naphthenic crudes, and at the 
present time its use is quite general. 

The art of refining has now reached 
such a point that lubricating oils of satis- 
factory quality can be produced from such 
crudes; but the problem of obtaining 
maximum yields of products at low proc- 
essing costs offers a wide field for investi- 
gation. If we consider the usual practise 
in processing a reduced crude to obtain 
lubricating stocks, we find that the re- 
duced crude is subjected to pipe still 
heating with subsequent flashing and 
rectification of distillates in a fractionating 
tower, the latter normally being under a 
fairly high vacuum. Processing a mixed 
base or naphthenic base crude, we would 
have as distillates fractions ranging from 
gas oil to overhead cylinder stock, the 
residue being a flux. The difficulties 
encountered in such a distillation are 
fundamental. The fact that the heating 
of a stock containing very high boiling 
lubricating oil fractions and asphaltic 
material is carried out under an absolute 
pressure many times that which can be 
maintained in the vaporizing zone, means 
that practically all of the heat required for 
vaporization of the oils must be added as 
sensible heat of the liquid. We are now 
faced with two alternatives. If sufficient 
heat is added to recover completely the 
heavier lubricating oils as distillates and 
leave an asphalt residue, the required 
temperature is so high that cracking is 
almost inevitable and its influence on the 
quality of both distillates and residue is 
very undesirable. On the other hand, 
most of the lubricating oils may be re- 
covered as distillates without reaching 
temperatures where serious cracking 
would occur, but only at the expense of a 
decreased yield of more valuable heavy 
lubricating oil and an increased yield of 
less valuable flux. In processing a crude 
oil of low asphalt content, such as Ranger 
crude, the operating conditions involved 
in the separation of lubricating oils from 
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of Heaviest 


asphalt by distillation become so severe 
that it is generally considered better prac- 
tise to recover the heavier lubricating oil 
as a residual stock, from which the asphalt 
can be removed by a treating or contact- 
ing operation. The disadvantage of this 
method lies in the treating costs involved 
and the loss of the asphalt as a product. 

Several methods have been proposed to 
effect additional recovery of the heavier 
lubricating stocks from flux residues. 
One of these involves the flash vaporiza- 
tion of the residue under a high vacuum 
by utilizing the sensible heat content of 
the flux leaving the preceding distilling 
column. In general, there is insufficient 
heat available to accomplish much vapor- 
ization, while additional heat cannot be 
added without danger of cracking. An- 
other method involves contacting the hot 
flux with superheated steam under a 
vacuum. Here again, although some 
vaporization of the heavier oils can be ob- 
tained we encounter difficulties. The 
greatly increased volume of steam when 
under vacuum makes for inefficient con- 
tacting, increases the difficulty of obtain- 
ing a clean distillate because of en- 
trainment, and introduces an additional 
problem in the possible formation of 
emulsions. 

The factors involved in distilling in a 
fractionating tower under vacuum are 
such that one desired result can be ob- 
tained only at the expense of another. 
For example, when distilling a reduced 
crude under vacuum, the maximum re- 
covery of distillates is obtained by 
vaporizing under a high vacuum. On the 
other hand, satisfactory fractionation of 
these distillates is obtained only by the 
use of an efiicient fractionating column. 
Because of the construction of the column, 
a poor vacuum is obtained at the point 
where a high vacuum is most desirable; 
viz., the vaporizing chamber. The logical 
course is to compromise between these 
two effects and the design of present 
equipment has been based on this 
compromise. 

The Coubrough Process, now being 
offered to the refining industry, is the 
result of intensive experimental and 
development work carried on for the past 
years in The Lummus Company labora- 
tory, first at Everett, Mass. and later at 
Bayonne, N. J., its present location. In 
principle, the Coubrough Process calls for 
flash vaporization of a blend of flux or fuel 
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oil residuum with non-vaporizable asphal- 
tic material and a light distillate or 
“‘earriér.”” This blend may be controlled 
to give a mixture of such proportions that 
the step of vaporization can be readily 
accomplished without danger of exceeding 
cracking temperatures and without the 
necessity of using high vacuum. The 
typical residuum used would consist of the 
heaviest lubricating oil fraction (usually 
cylinder stock) and asphalt. Present 
operating methods will readily produce a 
residuum of this character and still pro- 
vide for sufficient fractionation of the 
lighter lubricating distillates. To this 
residuum is added asphaltic material 
which is to all intents and purposes non- 
vaporizable and inert. The necessity for 
adding this unvaporizable material is 
determined by the characteristics of the 
crude oil, since a number of crudes con- 
tain enough asphalt to render this step 
unnecessary. For fluxes of low asphalt 
content, however, it has been found that 
this additional asphaltic material has a 
definite function in providing the proper 
blend. The “‘carrier,’’ which may be any 
available distillate with a boiling range 
from heavy naphtha to light gas oil is 
added to the stream through a mixing 
device, and the three components thor- 
oughly mixed to form a homogeneous 
blend. The blend is then heated in a pipe 
still and introduced into a specially de- 
signed vacuum column where the heavy 
lubricating oil fraction and the ‘“‘carrier”’ 
flash off as vapor, leaving asphalt as 
the unvaporized residue. Because of the 
large gap between the boiling range of the 
‘‘ecarrier’’ and that of the heavy lubricat- 
ing oil, the separation of the two from the 
vapor mixture is comparatively easy. 
Adjustment of the blend and the heating 
gives an operation so flexible that it can be 
applied to any residuum, no matter what 
proportions of heavy lube oil and asphalt 
it may originally contain. 

A consideration of the following points 
will bring out more clearly the reasons 
why the process functions successfully. 


1. The creation of the proper blend pro- 
vides a charging stock of fairly low viscosity, 
simplifying pumping and permitting efficient 
heat transfer in a pipe still without danger of 
overheating. 

2. The intimate mixture of all the materials 
of the blend means that the so called “lifting 
effect’ of the ‘“‘carrier’’ in vaporizing the 
heavy oils occurs throughout the entire body of 
the heated mixture and for this reason is more 
effective in vaporizing these oils than any 
other known process. 

3. The lowering of the boiling point of the 
heavy oils in the presence of the ‘‘ carrier’’ en- 
ables the distillation to be carried out at a 
much lower temperature than other processes. 

4. The addition of asphaltic material to the 
blend creates a heat reservoir from which the 





heat required for vaporization can be obtained 
without the necessity of going to high pipe 
still temperatures. 


An increased yield of heavy lubricating 
oil is obtained by the Coubrough Process 
simultaneously with the continuous pro- 
duction of high quality asphalts. Light 
distillate suitable for use as “‘carrier’’ is 
available in any refinery, and since it is 
recovered, there is no loss of material in- 
volved. The heavy lubricating oil ob- 
tained may be further processed by one of 
the many treating methods now in use. 
In connection with the manufacture of 
residual cylinder stock from crudes of low 
asphalt content, the Coubrough Process 
offers a continuous inexpensive distilla- 
tion method for the elimination of this 
asphalt, in contrast to destructive treating 
methods now in use. Because of the fact 
that asphalt of extreme hardness can be 


obtained, the finished distillate stock has 
the physical characteristics of a finished 
residual stock. 

Because of the scale of operation which 
the complete equipment of the Lummus 
Company’s laboratory permits, it has 
been possible to determine definitely the 
commercial value of this process. Since a 
considerable quantity of any desired frac- 
tion can be made, further processing of the 
fraction to the finished product is possible 
on a semi-plant scale. This means that 
the refiner interested in the application of 
this process can obtain definite informa- 
tion regarding equipment requirements 
for additional processing and can also 
obtain samples of finished products of 
sufficient size to enable the refiner to 
determine their market value. 


Specially designed vacuum column where the heavy lube frac- 


tion is flashed off as vapor: one step in the Coubrough Process. 











World Oil Production—Official Figures for 1933 


All figures furnished direct to WORLD PETROLEUM by Governments, except where otherwise specified 


Country 
United States 
Russia 
Venezuela 
Roumania 
Persia’ 
Mexico 
Netherland India 
Colombia 
Argentina 
Peru... 
Trinidad 
British India 
Poland 
Sarawak 
Japan and Taiwan! 
Egypt.... 
Ecuador 
Canada. 
Germany 
Iraq! .. 
France! 
Others! 


Total 


! Estimate. 
Sakhalin Russian incl 


1933 JAN 


WA MAAS 


(Figures in U. S. Barrels—Conversion ratio 7 bbl. =1 ton) 








Daily Daily Daily 
Total Average Total Average Total Average January February March April 
1931 1931 1932 1932 1933 1933 1933 1933 1933 1933 
851,081,000 = 2,331,729 781,845,000 2,136,188 263,554,000 2,196,283 63,998,000 61,029,000 75,302,000  63,225,000' 
156,342,900 428,336 149,719,000 409,070 43,408,700 361,740 10,382,400 10,162,600 11,003,300 11,824,400 
120,069,462 328,957 118,635,671 324,141 38,400,909 320,000 8,750,000 9,985,711 10,324,328 9,340,870 
46,333,945 126,942 50,491,205 137,954 15,171,296 126,427 3,999,898 3,661,749 4,009,649 3.500,000! 
10,253,486 110,283 45,122,455 123,285 10,203,102 85,027 3,563,112 2,929,668 3,683,386 3,984,519 
33,038,853 90,517 32,802,285 89,624 11,265,881 93,882 2,889,658 2,543,443 2,825,021 3,007,759 
32,818,346 89,913 39,584,027 108,153 12,725,762 106.048 3,096,051 3,031,021 3,390,051 3,028,639 
18,237,190 49,965 16,384,956 44,768 4,352,662 36,272 1,005,353 1,035,273 1,218,626 1,093,410 
11,709,759 32,081 13,166,900 35,975 4,483,000 37,358 1,138,500 1,153,500 1,140,000 1,051,000 
10,102,116 27,677 9,899,266 26,026 3,427,075 28,559 976,931 806.785 825,000 818,359 
9,743,763 26,695 10,023,780 27,387 3,269,014 27,242 815,439 778.842 839,857 834.876 
7,830,101 21,452 8,600,312 23,500 2,800,000 23,333 700,000! 700,000! 700,000! 700,000! 
4,397,760 12,048 3,905,230 10,670 1,256,564 10,471 338,100 299,845 300,000! 318,619 
3,338,472 9,146 2,274,043 6,213 788,270 6,569 180.320 194,166 214,984 198,800! 
1,884,285 5,135 2,340,000 6.393 780,000 6,500 195,000 195,000 195,000 195,000 
1,845,938 5,057 1,742,370 4,760 539,476 4,495 136,451 126,861 131,964 144,200! 
1,750,633 4,796 1,573,857 4,300 503,408 4,195 133,912 119,345 128,504 121,647 
1,583,339 4,337 1,054,373 2,880 328,057 2,734 82,778 73,087 87,218 84,974 
1,778,602 4,873 1,824,019 4,983 523,341 4,361 130,732 121,835° 141,183° 129,591? 
1,200,000 3,300 1,200,000 3,300 400,000 3,333 100,000 100,000 100,000 100,000 
512,862 1,405 552,000 1,508 184,000 1,533 46,000 46,000 46,000 46,000 
338,700 930 432,000 1,180 144,000 1,200 36,000 36,000 36,000 36,000 
1,256,191,512 3,441,621 1,293,173,249 3,533,260 418,508,517 3,487,571 102,694,635 99,129,731 116,642,071 103,963,663 


uded with Russia. 


Anglo-Persian Oil Co. figures revised; fuel oil returned to the ground has been deducted. 
Sakhalin Japanese included with Japan. 


+ A.P.L. estimate. 


Comparison of crude oil production in the 
United States, all other countries and total for 
the world during the first three months of 
1933 and corresponding periods of 1932 and 1931. 
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’ Thuringea estimated: official figure for Prussia. 
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Science of Automatic Control 


The First of a Series of Articles in Which Mr. 


C. E. Mason, Chief Research Engineer, the Fox- 


boro Company, Sets Forth the Fundamentals of 


Control as Applied to Petroleum Refining. 


The importance of a thorough knowl- 
edge of the theories on which automatic 
control of refining processes are based cannot 
be overemphasized. Accurate control is a 
vital function of the modern refining plant. 
The author of this series of articles on auto- 
matic control covers analytical details of 
problems which definitely illustrate the fun- 
damental underlying principles. Finally, 
these principles are applied to specific refin- 
ing problems to illustrate the tremendous 
influence of comparatively simple control 
applications in affecting the final reactions 
of the various processes of refining. Mr. 
Mason is an authority on automatic control, 
a subject on which hitherto very little accu- 
rate information on the fundamental prin- 
ciples has been available. 


Mhovers refinery operations repre- 
sent one of the most highly developed of 
the continuous industrial processes. Con- 
tinuity in refining operations has been 
developed to a point where practically all 
of the products of crude petroleum are in a 
state of continuous processing, refining, 
or treating until they are either salable 
products ready for storage or are con- 
sumed, in the processing of other products 
or the production of energy for carrying on 
the operations. 

Enormous amounts of time and money 
have been spent in theoretical study and 
valuable research in developing processing 
and fractionating methods. There can be 
little doubt as to the soundness and 
practicability of the modern theories for 
they have been advanced by scientific 
study and substantiated by mathematical 
calculation, laboratory test and large scale 
installations. The expensive delays and 
difficulties usually experienced in obtain- 
ing these results in commercial production, 
hinge much more than is usually realized, 
on the lack of scientific automatic control. 

Many of the difficulties encountered, in 
putting a new unit on stream, often mys- 
teriously seem to defy theory and previous 
experiences. They are considered as 


peculiarities of the particular unit and the 
industry expects them. They are usually 
overcome by expensive experience or rede- 
sign and often some of the designing en- 
gineers or equipment manufacturers are 
unjustly forced to carry the brunt of the 
responsibility. These expensive experi- 
ences are not always eliminated in the 
next installation, for the conclusions are 
not always applicable and the previously 
condemned theories, methods or equip- 
ment may very likely be the cure in 
another unit. There is apparently some 
deeper cause worthy of scientific explora- 
tion, not only from the standpoint of the 
designing engineer and those responsible 
for the quality and economy of produc- 
tion, but from the standpoint of the 
equipment manufacturers as well. 


Control Engineering 


Tue sussect of automatic control is 
one impossible to cover by generalities 
based on observations of results alone, for 
the conclusions are too often contra- 
dictory and confusing. Thewriter wishes, 
in this series, to deal with the subject of 
automatic control from a practical en- 
gineering and theoretical viewpoint. The 
substance of these articles will cover 
analytical details of simple problems 
which definitely illustrate the funda- 
mental underlying principles. In conclu- 
sion, these fundamenta!s will be logically 
applied to the specific problems of refining, 
in an effort to show the unbelievable in- 
fluence that apparently simple control 
applications may have in affecting the 
final reactions and to prove the value, to 
the industry, of giving this phase of their 
problem a more sound and technical 
consideration. 

An enormously high percentage of the 
automatic equipment in industrial use— 
especially in refineries where continuous 
steady flows are so essential—is only auto- 
matic to a very limited degree of range- 
ability. Conditions of process lags, un- 
favorable capacities, and the overlapping 
influences of all equipment have required 
a high percentage of control instruments, 
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and other equipment to be so adjusted 
that the resulting flows are practically on 
manual control. Under such conditions, 
adjustments or changing conditions at one 
stage of the processing often produce un- 
desirable results or require readjustments 
in another, so that long experience with 
particular units is necessary to obtain 
practical results. Another purpose of 
this series will be to study the reactions 
which make such adjustments necessary, 
in an effort to eliminate them and permit 
practical automatic control to prove its 
true economic value. 

There has been, so far, no standardiza- 
tion of terminology for control engineer- 
ing. Some expressions have become quite 
common from general usage, but it is 
evident that they are not always used to 
convey the same meaning. The termi- 
nology used by the writer in this series will 
follow general usage as far as at all possible 
and practical in avoiding confusion. In 
order to avoid misunderstanding, terms 
will be used which seem to be self-explana- 
tory and a careful description of their in- 
tended meaning will be given as each 
term is introduced. 

The illustrative examples which will be 
used may seem quite simple and unrelated 
to the actual problems of refining, but 
they have been carefully selected as repre- 
senting the particular type of lag being 
analyzed and their relationship to actual 
commercial problems will become quite 
evident as the simpler problems are com- 
bined to form the more complex. 
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A great deal of confusion and contra- 
dictory conclusions, in the practical 
theory of automatic control, have arisen 
from the fact that complex problems have 
too often been taken to illustrate principles 
and advance theories. This has allowed 
reactions to be influenced by other factors 
which have not been given their due 
consideration. Such analyses are not 
constructive. 

The procedure of analysis in this series 
will be similar to the practical method of 
studying any other science. In chemical 
science, for example, we must first thor- 
oughly familiarize ourselves with the 
simpler chemical reactions which enable 
us to understand and use the more compli- 
eated, and finally, recognize the actual 
structure of complex problems. The 
analyses of a chemist unguided by sound 
fundamentals would be entirely unreliable, 
unless he was mechanically following ap- 
proved, tabulated methods having been 
made practical by years of practice and 
experience. Such tabulations are not 
available for the control engineer, and the 
commercial value of his analyses are based 
entirely on his practical application of 
fundamentals. 


Refining Theory Based on State of 
Balance 

IN THE REFINING industry practically 
all of the theories of processing and frac- 
tionating are based on assumptions of 
steady states of energy transmissions, 
which does not mean constant conditions, 
but constant states of balance. 

The research or experimental engineer 
would not consider his data of any value 
in substantiating a theory, until a steady 
state of balance had been established. 
In actual practice designing engineers 
cannot expect their guarantees to be met 
except under these conditions of steady 
internal balance and the main problems of 
commercial application have been those 
of automatically establishing conditions 
which allow the theory to be practical. 

These internal balances are a result of 
having first established constant condi- 
tions in other parts of the process, which 
make the balance possible and these con- 
stant conditions may be the result of other 
conditions so that actual causes of bal- 
anced conditions may be many and far 
removed. 

In continuous processes, i.e., processes 
being drawn upon by continuous demands, 
constant conditions are established by 
constant flows of the mediums affecting 
the conditions. These flows may be 
flows of B.T.U.; in the form of energy 
(steam) to produce power for rate con- 
trol, or in the form of heat to produce 
temperature control; the flow of fluids 
(gases or liquids) to produce pressure con- 


trol; or the flow of liquids to produce 
level control. 

When manual control of all flows is used 
in experimental or research work and 
means are provided for maintaining these 
flows constant, the desired balances may 
be maintained and theories may be devel- 
oped or substantiated and proved practi- 
cal. These results were made possible by 
the fact that the causes were controlled, 
and if the resulting balances do not give 
the desired result of temperature, pres- 
sure, flow or quality of product, the con- 
trolling flows are proportionately re- 
adjusted from careful observation and 
previous experiences and again allowed to 
remain until the new balances have estab- 
lished themselves and their results have 
been observed. No additional changes in 
controlling flows are made in manual 
control before these balances are estab- 
lished or at least indicated. Very little 
experience would make it quite evident 
that constantly readjusting or over- 
controlling the controlling flows before 
balances were indicated would never per- 
mit the desired balances. In commercial 
practice, however, the situation is often 
reversed and automatics are employed 
which from their inherent design and 
operating principle, would be constantly 
readjusting flows and overcontrolling. 

The characteristic of waiting to deter- 
mine the effect of previous adjustment 
cannot be mechanically applied—by sim- 
ple mechanical time devices—to duplicate 
this advantage of manual control because 
the duration of waiting periods and the 
magnitudes of manual adjustments in- 
volve human judgment. Also, the hu- 
man reaction of not making adjustments 
for small temporary deviations cannot be 
mechanically duplicated, for it would re- 
quire a mechanical dead space and this 
dead space would be a decided disad- 
vantage under other reactions. The re- 
action of an operator would be to use 
the dead space only when his judgment 
indicated an advantage. The mechanical 
instrument must use it always. 

A great deal has been written as a result 
of the years of theoretical study of refining, 
processing and fractionating and much 
more has been and is being taught in the 
special petroleum engineering courses of 
many of our technical schools and uni- 
versities. Much ofthis has been absorbed 
by designing and operating engineers and 
put into practical operation. To obtain 
successful operation, however, it is still 
necessary to obtain first steady states 
of balance. In spite of this a negligible 
amount of sound engineering has been 
devoted to the theory or study of the 
science of obtaining and maintaining 
these internal balances automatically. 

This statement should not be under- 


stood to infer that no engineering or 
theoretical study has been devoted to the 
methods of obtaining these balances. 
There is seldom any dispute as to what 
flows should be controlled or proportioned 
to give the desired balances unless pre- 
vious experience, in attempting to obtain 
the proportions automatically, has dis- 
proved the practice or failed to reproduce 
the results of perfect manual control. 
Most of these conclusions are based on 
deductions from manual control or the 
assumption of automatic control repro- 
ducing the results of manual control. 
The greatest breach of sound engineering 
is in the assumption that automatic 
control will reproduce the results of per- 
fect manual control simply because it is 
automatic. 


Automatic and Manual Control 


Aromatic controls are, of course, 
employed to relieve the constant attention 
of manual operators or to give closer 
control than human patience or skill can 
obtain. It is quite evident that any 
conventional type of automatic controls 
will give the process perfectly constant 
attention but they will not use judgment 
and their mechanical reactions are re- 
peated regardless of their effect on the 
process. When conditions are such that 
the magnitudes of correcting flows can 
or should always exceed the maximum 
requirement, the mechanical feature of 
constant attention is a decided advantage. 
When such conditions exist they usually 
complicate manual control, for the small 
adjustments of manual operators are 
often delayed in producing their final 
balanced results and lack of constant 
attention may result in serious deviation. 
Process lags which are favorable for 
automatic control often complicate man- 
ual control, and operating conditions 
which are favorable for manual control 
often complicate automatic control. It 
can be truthfully said that many control 
problems quite easy to control by hand 
will require the most complicated auto- 
matics and problems impossible to control 
by hand will give perfect results with the 
simplest of automatic control mechanisms. 

In the first case above, good results are 
accomplished manually almost entirely 
by applying good judgment obtained 
from previous experiences, while in the 
second case good results are obtained by 
constant attention. Judgment as to the 
magnitude of corrections would have to 
be based on a very careful analysis of the 
rate of deviation and would still require 
very constant attention and unlimited 
patience. For these reasons the mechani- 
cal advantage of constant attention is 
the most practical when conditions permit 
it. Practical examples of such control 
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problems will be given after we have 
analyzed the various types of process 
lags which require such contrasting reac- 
tions to give the most practical results. 


Open and Shut Control 


Tue rirst automatic control instru- 
ments were designed to apply to processes 
which offered serious complications to 
manual control. The problems were of 
the second type described above and the 
greatest advantage of the automatic in- 
struments was their mechanical advantage 
of constant attention, and continuous flows 
were undesirable. The controlled valves 
gave open and shut reactions or some 
modified form of open and shut. They 
were, and still are, very practical on 
applications in which favorable process 
lags can reasonably compensate for the 
intermittent flow reactions. They were 
most practical and therefore most suc- 
cessful on batch processes, i.e., processes 
which are drawn upon by intermittent or 
constantly changing demands. This was 
due to the fact that small changes of man- 
ual adjustments would have been slow in 
response which, with changing demands, 
would have required continuous attention. 

Many types of automatic control were 
developed before there was an appreciable 
demand for automatic instruments in the 
refining industry. The first instruments 
used by the refining industry were designs 
borrowed from other industries and were 
used with very little regard for the dif- 
ferences in the application resulting from 
the perfecting of continuous processing. 

Continuous processing required much 
reconsideration of automatic control de- 
sign and many of the refinements of mod- 
ern automatic control instruments have 
been a direct result of the demands of the 
refining industry, for it offered a large 
field of applications and entirely different 
problems. 

Previous experiences with batch proc- 
esses and controls which were only 
partially automatic or were limited in the 
effects which their automatic reactions 
might produce, had established certain 
practices. Most of these practices should 
have been discontinued to meet the new 
demands of continuous processing and 
steady balancing, for a great deal of time 
and engineering effort were expended in 
trying to modify them to meet the new 
conditions. Instead of discarding these 
practices, when modification did not 
result in successful operation, processes 
were often actually redesigned or modified 
to make these practices workable. From 
the viewpoint of control engineering this 
is a most uneconomic procedure. 

Every type of control instrument or 
control device was designed for applica- 
tion to some specific problem or some 


specific set of conditions. If we would 
consider only the actual problem with 
which the designer worked, we would con- 
clude that every design is perfectly practi- 
cal, and we could establish conditions 
which would prove the conclusions. But 
when we apply a certain design or princi- 
ple of operation to an entirely different 
problem or set of conditions, the design 
may prove ridiculously impractical. 

Control equipment should not be con- 
demned except for mechanical imperfec- 
tion or failure. If certain mechanical 
reactions are assumed to be desirable for a 
given control problem, but they do not 
give the desired results, the control engi- 
neering should be blamed, for all results 
are based on an exact science of physical 
laws. When these physical laws are so 
combined as to produce complications, 
there is difficulty in recognizing them as 
components of basic fundamentals. 

We could not hope to become practical 
chemists, physicists, or biologists, by cas- 
ual observation of everyday experiences, 
and in order to become reasonably practi- 
cal control engineers, we must do more 
than rely on experiences. Too many 
complications may exist, in even the 
simplest problems, to allow experiences 
alone to provide general information of a 
practical nature. The practical informa- 
tion is based on sound theory. 


Process Lags 


In orDER to understand more easily 
the physical characteristics which govern 
all automatic control reactions, it will be 
desirable to make a brief study of the 
applications of the physical laws involved 
in the reactions. In physical science we 
define lag as ‘‘the retardation of one phe- 
nomenon with respect to another to which 
it is closely related.’”’ The word “‘proc- 
ess’’ denotes a series of actions, motions 
or occurrences and when retardations oc- 
cur between the actions and reactions of 
industrial processes, it seems natural to 
call these physical properties ‘‘ process 
lags.”’ 

General practice has partially estab- 
lished usage of the term ‘‘time lag’”’ but 
the analyses which will follow, show 
definitely that the element of time is not 
involved in all process lags. For example, 
if we were supplying water to a cylindrical 
tank, of certain surface area, at the rate 
of ten gallons per minute and withdrawing 
it at the rate of five gallons per minute, 
the level would be increasing at a rate in- 
versely proportional to the surface area of 
the tank and directly proportional to the 
difference between the supply and the 
demand. In event either the rate of sup- 
ply or the rate of demand was changed, the 
rate of change of level would be im- 
mediately changed, and there is no time 


element or delay involved in establishing 
the balances. It would, however, be per- 
fectly correct to consider that the surface 
area of the tank or its capacity had re- 
tarded the rate of level change. 

The word ‘‘retard’”’ means ‘‘to slow 
down”’ as well as ‘‘to delay”’ and the fuller 
meaning of the word enables us to include 
all of the influences of physical character- 
istics, which tend to retard physical reac- 
tions of industrial processes, under the 
general term of ‘‘ process lags.’”” Thus in 
automatic or manual control we may 
define ‘‘ process lag’’ as “‘the influence of 
physical characteristics in slowing down 
or delaying the effect of any physical reac- 
tion upon that part of the process being 
controlled.” 

A careful consideration of this definition 
will show that process lags must exist, to 
some extent, in every process, for it would 
be impossible to conceive a _ process 
which contained no capacity. 

These influences of physical character- 
istics may be favorable or unfavorable to 
obtaining balances, and in the same way 
process lags may be favorable or unfavor- 
able tocontrol. It is quite common to use 
the term ‘‘lag”’ or ‘time lag”’ to mean the 
most unfavorable kind of process lag 
which we will later describe and define as 
“Transfer Lag,’’ but this practice dis- 
regards the favorable lags and causes the 
unfavorable process lags to be quite mys- 
terious in their effects. 


Favorable and Unfavorable Lags 

For coNVENIENCE in analysis and 
study, all process lags may be grouped in 
the following distinct classes: 

(1) Capacity Lag 

(2) Transfer Lag 

(3) Velocity Distance Lag 

Various amounts and combinations of 
these lags are involved in all processes 
and their proportions and relationships 
to each other determine the type of con- 
trolled valve reaction necessary to accom- 
plish successful automatic control. 

Capacity lag is the most common and 
the one usually disregarded. It is usually 
favorable for automatic control, but may 
be exceptionally unfavorable depending 
on its location. Most processes contain 
both favorable and unfavorable capacity 
lags and the nature of these combinations 
determines the complications of the proc- 
ess for automatic control. 

Transfer lag is practically always un- 
favorable. It is usually combined with 
capacities in such a way as to make the 
capacities unfavorable. It produces pe- 
culiar reactions which may partially 
nullify undesirable automatic control 
reactions for one set of conditions and 
exaggerate them for another set of condi- 
tions. These characteristics are not ap- 
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parent under manual control, for the 
operators’ judgment would cause him to 
change his method of obtaining balances, 
but the mechanical instrument must 
repeat its mechanical reaction regard- 
less of its effect. 

The unusual term “ Velocity Distance 
Lag’’ was selected in an effort to make the 
nomenclature as self-explanatory as pos- 
sible. This lag has a distinctly different 
characteristic from ‘‘ Transfer Lag’ but 
it is easily confused with it and similar 
terms used to describe the two lags only 
add to the confusion. 

Velocity Distance Lag is the most 
troublesome of the process lags from the 
standpoint of automatic control. In 
manual control its effect is practically 
nullified by the fact that time elapses be- 
tween manual adjustments, and that the 
operator is attempting to make these time 
intervals as long as possible. 

In automatic control the effects of 
Velocity Distance Lag may be reduced to 


a minimum by proper location of the 
controlling sensitive element or proper 
design of other equipment. In many 
problems in which the suggested location 
of the controlling element would introduce 
serious velocity distance lag, much closer 
control may be obtained, at the suggested 
point, by locating the controlling element 
more favorably and recording the results 
at the suggested location. In the more 
complicated problems the only practical 
method may be one of getting around 
this type of lag by using a secondary 
instrument which sets the control point of 
the actual controller. 

In the series which follow each of these 
classifications of Process Lags will be de- 
fined, analyzed and illustrated separately 
and in complete detail. Also, efforts will 
be made to determine what types of auto- 
matic control principles must be employed 
to compensate for them separately and 
when in complicated combinations. 

(To be continued) 


Teleseopie Taps for Oil Drums 


So ENoRMOUSs is the quantity of drums 
used by the petroleum industry that even 
a small mechanical improvement can as- 
sume very considerable importance. One 
of the inconveniences of transporting and 
using oil in drums is the large total num- 
ber of small fittings needed, and the 
various minor operations that have to be 
carried out before the oil actually can be 
drawn off,—except when the entire con- 
tents are to be poured out at once. Thisis 
due to the reason that when in transit the 
drums must have no projecting faucet 
liable to be broken off, and the same must 
be fitted after delivery. 

There recently has been developed in 
England a very simple telescopic faucet 
which, when the drum is in transit, is 
located within the drum itself and is 
sealed on the outside by a simple metal 
capsule, or seal, that is protected in turn 


Phillips Telescopic Tap drawn out of its 


inset in the drum to pouring position. 





by a countersinking in the drum outlet. 
This device has made such rapid strides 
during the twelve months ending March 
31 last, among British and Continental oil 
companies that over 500,000 drums were 
thus fitted, and the great majority of oil 
companies in England have adopted it for 
use with lubricating oil. Yet, it has not 
made its appearance in the United States, 
where it is virtually unknown. 

This telescopic tap has been invented 
and developed by C. S. Phillips, manag- 
ing-director, Phillips Telescopic Taps, 
Ltd., London. The accompanying sketch 
illustrates its design and operation. It 
will be noted that one part of the faucet is 
always within the drum and, when not in 
use, the service part telescopes back into 
the body-section within the drum, while 
for the purpose of shipment it becomes an 
integral part of the drum, the air-tight 
capsule ensuring a perfect seal and protec- 
tion against substitution. When the 
drum is delivered to the oil company’s 
customer, all that is necessary is to pierce 
and lever-off the metal capsule and turn 
and pull out the bayonet-action sliding 
tube which, by means of a simple sleeve- 
valve and packing-gland, delivers the oil 
clear of the edge of the container without 
any mess or drip. The tap closes with an 
instantaneous cut-off on reversing this 
operation. The body of the tap is either 
soldered or pressed to the drum, so that it 
is always in the exactly correct pouring 
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position without risk of any leaky joints, 
as the drum automatically undergoes the 
usual pressure test, with the faucet fitted, 
when manufactured. A small spring- 
controlled handle is provided to pull out 
the sliding faucet. 

As compared with the fittings and oper- 
ations of the ordinary drum, the telescopic 
tap has only the screwed ring for attach- 
ment to body bung, body bung and tele- 
scopic tap eliminating at least two fittings 
required by the ordinary faucet. Only 
three operations are necessary in drawing 
off the oil from drums fitted with the 
telescopic tap; break seal, unscrew body 
bung to form vent, and operate tap. 
Standard faucet equipment requires at 
least ten much more complicated and 
time-wasting operations. 


Anglo-Persian Concession 
(Continued from page 173) 


Oil sales in Persia to be at 10 percent dis- 
count to public, and 25 percent discount to 
Government on a basic price equal to Rou- 
manian or Gulf quotation, whichever is the 
lower. 


Disputes to be referred to arbitration out- 
side Persia. 


No minimum has been placed on the 
amount of oil produced, so long as the 
royalty and taxes based on output are 
forthcoming. 

The reduction in the area of the con- 
cession is not considered serious because 
of the probability that by 1938 the com- 
pany will have chosen the most profitable 
sections forexploitation. It has, however, 
been suggested that this stipulation raises 
a possibility of the development of part 
of Persia’s oil fields by other than English 
companies and successful development 
might mean additional supplies on the 
world market from a source not now 
included in the general understanding. 
The company receives the advantage of an 
extension of the concession to 1993. 
Against this must be placed the fact that, 
if press reports are correct, the company 
will have to pay the Persian government 
a considerable share of its profits in 
addition to a fixed royalty and must 
guarantee the government against de- 
preciation in the value of the pound, a 
condition that would have proved ex- 
tremely expensive during the past year 
and a half. While the revenues of the 
Persian government will not be greatly 
increased by the terms of the new con- 
cession in times when the oil industry is 
profitable they will be much better sus- 
tained in times of depression. 
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AxnounceMENT of the resignation of 
R. C. Holmes as chairman of the board of 
directors of The Texas Corporation has been 
received with widespread expressions of regret 
from all parts of the oil industry. From the 
beginning of the campaign for conservation of 
the oil resources of the United States Mr. 
Holmes has been a leader in the movement, 
having been chairman of the general committee 


R. C. Holmes 





originally appointed by the A.P.I. to deal 
with this subject. In recent months Mr. 
Holmes has been especially active in the 
effort to bring about more stable conditions in 
the industry. Differences of opinion with the 
directors of the company regarding these 
activities were the cause of Mr. Holmes’s 
resignation. He has stated, however, that he 
will continue to work for the cause of con- 
servation and it is generally anticipated that 
he will continue to be a prominent factor in 
the oil industry. 


A B. AUG. KESSLER, joint managing direc- 
tor, Royal Dutch-Shell Group, was recently 
made an officer of the Legion D’Honneur in 
Paris. 


BD. 5. MccceLLanp HENDERSON, who has 
been studying the Sutherland Areas in Pales- 
tine and Trans-Jordan for the past ten months, 
has been joined by Mr. J. A. Child, F.G.S., 
A.M.I.M.E., and by Mr. R. H. Mitchell, 
Assoc.Inst.M.M., and all three are now 
engaged in an intensive examination of the 
Southern Coasts of the Dead Sea. 


ML s. OSTROVSKY, representative of Soy- 
usneftexport, has been decorated by the 
Soviet Government with the sign of the Order 
of the Standard of Labor for exclusive services 
rendered by him in the development of exports 
from Soviet Russia. Mr. Ostrovsky is the 
head of Société de Produits du Naphte Russe. 


Foreren On Lecron 
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WwW. S. S. RODGERS has been elected presi- 
dent of The Texas Company following the 
resignation of R. C. Holmes. Mr. Rodgers 
was born February 19, 1886, at Columbus, 
Ohio. He graduated from Sheffield Scientific 
School, Yale University, in 1907, and after a 
few years of mining experience he entered the 
oil business, starting with a producing com- 
pany in Midway Field in Kern County, Cali- 
fornia, in the early days of that field. Follow- 
ing this, he entered the service of a refining 
company in California. 

On November 1, 1915, Mr. Rodgers entered 
the employ of The Texas Company, and has 
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since been connected with that company 
continuously except for a period of war service 
with the United States Army. He was 
elected a director on November 27, 1928, and 
on December 17, 1929 became a member of the 


W.S.S. Rodgers 





executive committee. He was elected to the 


presidency on April 25, 1933. 
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California 





Daily Daily Runs Gasoline Imports Shipm. East 
Production to Stills Stocks for Week for Week 
(bbl.) (bbl.) (bbl.) (bbl. (bbl.) 
Week Ending Apr. 22.......... 1,985,000 2.315.000 58.360.000 = 1.136.000 190.000 
190.000* oO 
Week Ending Apr. 29.......... 2.523.000 2.290.000 58.220.000 921.000 523.000 
690,000* ~— ; 
Week Ending May 6.......... 2,841,100 2,320,000 58,350,000 506.000 267.000 
1,000,000* : ; 
Week Ending May 13... 3,000,000 2.243.000 56.719.000 823.000 25.000 
1,075,000* — 
Week Ending May 20 2,920,000 2,390,000 58,760,000 501.000 149,000 
1,020,000* 


Underlined figures indicate improvement 
runs to stills, gasoline stocks or imports. 


in statistical position—decrease in production, 


*Total estimated production, official and unreported, of the Rusk-Gregg field, East Texas. 


Imports Increase 


Dourinc March, 1933, total imports of 
petroleum and its products increased to the 
highest level since imposition of the tariff nine 
months ago, reaching 5,309,000 bbl. as com- 
pared with 3,984,000 bbl. imported in Febru- 
ary, 1933, and a monthly average of 9,090,000 
bbl. imported during the first six duty-free 
months of 1932. A nominal volume of 3,000 
bbl. of motor fuel was imported during the 
whole of March, 1933, as compared with a 
monthly average of 1,272,000 bbl. imported 
during the first six duty-free months of 1932. 


Exports of all petroleum products increased 
slightly to 7,555,000 bbl. in March, 1933, as 
compared with 6,366,000 bbl. exported during 
the preceding month; motor fuel exports in- 
creased 19.9 percent to 2,363,000 bbl., as com- 
pared with 1,971,000 bbl. exported in Febru- 
ary, 1933. The embargo imposed by the 
British Government on April 26 on Russian 
imports, including all petroleum products, may 
possibly exercise a favorable temporary in- 
fluence on American exports of motor fuel to 
that country, though if the embargo should 
continue for some time Russian motor fuel 
displaced from British markets will competi- 
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tively invade other markets now supplied by 
American products, resulting eventually in 
reduced exports and lower prices. 


Motor Fuel Supply-Demand 


Enpicatep domestic demand for motor fuel 
during March, 1933, averaged 911,000 bbl. per 
day, an increase of 9.36 percent over the daily 
average for the preceding month; 39,000 bbl. 
per day under the domestic motor fuel con- 
sumption in March of 1932, a decline of 4.10 
percent; and 82,000 bbl. per day under the 
domestic motor fuel consumption in March of 
1931, the peak year, a decline of 8.26 percent. 
The recently noted sustained acceleration in 
business activity in the United States, as in- 
dicated by the New York Times weekly index 
of business, which reached the best level since 
January of 1932, suggests that the domestic 
motor fuel demand will increase during the 


refineries, terminals and in transit amounted 
to 60,556,000 bbl., an increase of 1,775,000 bbl. 
as compared with stocks on hand on March 1, 
1933, indicating that during March motor fuel 
supply exceeded demand by 57,200 bbl. 
per day. 


Refinery Runs Excessive 


Tue voLunteer coMMITTEE of the recently 
abolished Federal Oil Conservation Board and 
the Committee on Refinery Statistics and 
Economics of the American Petroleum Insti- 
tute recommended in March, 1933, that the 
runs of crude oil to stills in United States 
should not exceed 2,090,000 bbl. per day during 
April, May and June. Since the week ending 
April 15, however, the runs to stills have 
averaged 2,300,000 bbl. per day, or 210,000 
bbl. per day in excess of the estimated eco- 
nomic demand, thus greatly contributing to 


Inflation in Financial and Commodity Prices 


Percent 

March 1933 May 1933 Change 
Wheat (July)............ bu ABYg $ .74% +52 
NS. oo ws nedeacee bu 23 4834 +94 
Cotton (July)........... Ub. -064 -086 +34 
Hogs (Chicago)... . a .035 048 +37 
Rubber (Plantation) ..... Ib. 0215{6 05, 75 
MR ch stbeawments ton 2612 35,4 +33 
Copper (Electrol.) . hm -05 OF +40 
N. Y. Stocks (50). 50.00 73.14 +45 
U. S. Dollar (*)...... , -9999 .8475 —15 
Crude Oil (Mid-C.) . bbl. 44 -25 —48 
Gasoline (Group 3)...... gal. 0214 -02 —13 


(*) Equivalent value against gold franc. 


coming motoring season, as compared with the 
preceding year, such increase possibly amount- 
ing to 5.0 percent. 

Exports of motor fuel averaged 76,300 bbl. 
per day in March, 1933, an increase of 19.9 
percent over the preceding month; a decrease 
of 22.45 percent under March of 1932, and of 
20.00 percent under March of 1931. Total 
demand for motor fuel in March, 1933, there- 
fore decreased by 5.82 percent as compared 
with the same month of 1932, and by 9.28 per- 
cent as compared with March of 1931, the 
year in which the motor fuel demand was 
at peak. 

On April 1, 1933, the motor fuel stocks at 


S. production, runs to stills 


and price of crude oil in relation to 
stocks of all petroleum products. 


2700 


1930 1931 


Production of 
end Netura!l Gasoline 


Crude 


1932 
_ 
JASONDISFMAMIJSSASONDODIJF MAM JS JSJASONDISEFMAMS J 


the continued weakness in refinery markets, 
already undermined by overproduction of 
crude oil. 


Crude Prices Decline Against 
General Commodity Advance 


Wuen ar THE close of April, 1933, the 
United States Government went oft the gold 
standard a strong inflationary impetus was 
given to all commodity and stock market 
prices as indicated in the accompanying table. 

It will be noted from this table that crude oil 
and gasoline declined in values while all other 
commodities appreciated on an average be- 
tween 30 and 40 percent. The decline in the 
price of petroleum and its products has been 
due entirely to disorganization within the pro- 
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ducing branch of the industry caused by the 
flood of oil from the East Texas field where 
official and illegal production currently ex- 
ceeds 1,000,000 bbl. per day, while resulting 
low posted prices in other portions of the Mid- 
Continent similarly contribute to increased 
demand on the part of companies desiring to 
store cheap crude oil. 

On May 7 the service station/tank wagon 
prices of motor fuel were cut 2.2 to 3.0 cents a 
gallon by the Standard Oil Company of In- 
diana, the reduction affecting the states of 
Michigan, Indiana, Illinois, Wisconsin, Minne- 
sota, Iowa, Missouri, Kansas, South Dakota 
and North Dakota. In general, however, the 
service station/tank wagon motor fuel prices 
have been so low during April that they were 
not further weakened by the temporary 
cheapening of crude oil. 

Refinery gasoline quotations on May 18 
were unchanged from a month ago: 2-2 14 cents 
per gallon for 58-60 U. S. M., 57 and below 
octane rating in Group 3, Oklahoma market; 
57 to 64 octane rating, U. S. M., commanded 
214-254 cents per gallon; and 65 and above 
octane rating, U. S. M., was quoted at 214-234 
cents per gallon. On the East Coast, at 
Bayonne, the U. S. M. grade, 57 to 64 octane 
rating, was quoted at 414 cents per gallon, 14 
a cent under the quotations of the preceding 
month. Gulf Coast prices for export on May 
18 were 34 cents per gallon for 58-60 U. S. M. 
grade, !4 of a cent under April quotations. In 
the East Texas field the third grade gasoline 
could be obtained at 11% cents per gallon, and 
even somewhat lower. 

Natural gasolines declined slightly, as com- 
pared with April prices, and were quoted on 
May 18 at 114-134 cents per gallon for grade 
26-70 in Oklahoma and North Texas, and at 
13% cents per gallon in North Louisiana. 

Kerosene prices further improved due to 
seasonal demand from farming districts. On 
May 18 grade 41-43 w.w. was quoted at 214- 
234 cents per gallon in Group 3, Oklahoma 
market, and at 514 cents per gallon on the East 
Coast, at Bayonne. Gulf Coast prices for 
export declined fractionally to 37% cents per 
gallon for 41-43 p.w. grade. 

The posted crude oil prices throughout Mid- 
Continent and Eastern field of United States 


U. S. consumption and exports, pro- 
duction, imports and prices of motor 
fuel in relation to motor fuel stocks. 


1931 1932 933 


FMAMJJASONDIJSFMAMJIJASON DOII FMAM 


Fuel-Domestic 
& 


Banking Crisis 


Gatolne S860 USM below 


octane-add 9s ¢ per 


J 


J 









































Number of Wells Completed 
nthe United States per Month 





U. 


wells, dry holes, and gas wells. 


declined sharply during May, influenced at 
first by 750,000 bbl. daily allowance in the 
East Texas field and subsequently affected by 
the actual production in excess of 1,000,000 
bbl. per day from that field. 

The crude oil in East Texas field was cut 
from 50 cents per barrel to 10 cents per barrel 
on April 24 by The Texas Corporation, and 
the new price was met by all purchasing 
companies with the exception of the Magnolia 
Petroleum Company (Socony-Vacuum) which 
on April 26 posted 25-cent per barrel price. 
The higher price for East Texas crude was met 
on May 4 by the Sinclair Consolidated Cor- 
poration; and all other major purchasers fol- 
lowed, stabilizing East Texas crude oil price 
at 25 cents per barrel. During April and May 
a few individual transactions in East Texas 
crude were reported at as low a price as 4 cents 
per barrel. 

On May 2 the Humble Oil and Refining 
Company (S.O.N.J.) extended the East 
Texas crude oil cut to all Texas fields, and on 
May 6 the Stanolind Crude Oil Purchasing 
Company (S.O. Ind.) reduced the crude oil 
prices in Oklahoma and Kansas, substituting 
a flat 25-cent per barrel price in place of the 
former gravity schedule. The lower posted 
prices initiated by the Humble and Stanolind 
Companies were immediately met by all pur- 
chasers. On May 22 crude prices advanced 
in the Bradford, Penn., district to $1.37 and 
to $1.02 in Eureka pipelines. Crude oil prices 
remained unchanged in California, where all 
phases of the oil industry are localized to 
Pacific Coast and are but little affected by the 
developments east of the Rocky Mountains. 

The low crude oil quotations, cheapest in 
two years, together with the possibility of 
monetary inflation, have created a great de- 
mand for crude oil for storage purposes, to an 
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extent that even the current production of 
some 3,000,000 bbl. per day in the United States 
does not satisfy the demand of companies 
storing oil, and pipeline nominations have been 
increased generally throughout the Mid- 
Continent and Gulf districts. The Humble 
Pipe Line Company (S.O.N.J.) which till 
May 13 purchased only 75 percent of allowable 
production from its connections in East Texas 
field, storing the remaining 25 percent, re- 
sumed buying full allowables and offered 
to purchase at current prices all oil stored to 
that date for the account of producers. 

At the close of May the general situation in 
Texas appeared as improving slightly with 
bottom-hole pressures in the East Texas field 
declining sharply and with the highly re- 
garded Huffsmith-Tomball area contributing 
two apparent dry holes. The seasonally in- 
creasing demand for motor fuel, and the im- 
proving industrial conditions in the country 
as a whole should cause the prices of motor fuel 
and of crude oil to advance during June. 


Proration Developments 


Texas 


As REPORTED in the preceding issue of 
WORLD PETROLEUM the proposal to create an 
appointive “‘ Natural Resources Commission” 
to take the place of the Railroad Commission 
in overseeing the natural resources of the state 
passed the lower House of the Texas Legisla- 
ture at the end of April. On May 2, however, 
the Senate Committee of the Whole voted 20 
to 10 to recommend that the Senate kill the 
House bill creating an oil and gas conservation 
commission, such recommendation apparently 
defeating the bill and leaving the Railroad 
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Commission firmly entrenched for the present. 

The order, setting Texas allowable at over 
750,000 bbl. daily, originally scheduled to 
expire on May 10, was subsequently further 
extended, probably until the Three-Judge 
Federal Court at Fort Worth determines the 
validity of the new order in the suit brought 
against the Railroad Commission by the Hunt 
Petroleum Company. 

The Texas Railroad Commission has made 
no effective efforts to enforce the new order 
with the result that production from the East 
Texas field since May 1 averaged in excess of 
1,000,000 bbl. per day, and reached as high 
as 1,200,000 bbl. per day. Crude oil move- 
ment from the field kept pace with production, 
pipelines shipping about 1,000,000 bbl. per 
day, tank car shipments reaching 220,000 
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bbl. per day and local refineries taking 65,000 
bbl. per day, or a total shipment of 1,285,000 
bbl. per day. 

At the beginning of the new high allowance 
and cheap crude postings a number of opera- 
tors in the East Texas field with about 1,000 
wells started a movement to refuse to sell oil 
at 10 cents per barrel and to shut wells in 
entirely, but as the order permitting a high 
rate of production was extended the localized 
shut-downs were made impossible without 
great drainage by offset producing wells and 
consequently the plan was necessarily dis- 
continued. 

The first test case on the validity of the 
750,000-bbl. proration order is due on May 25, 
when the Three-judge Federal Court at Fort 
Worth will hear the complaint of the Hunt 
Petroleum Company that the new potential 
method of allocating the allowables is dis- 
criminatory. In the meanwhile the State 
Attorney General’s department is tracing and 
filing numerous injunction suits against prora- 
tion violators and gasoline tax evaders in the 
East Texas field. 

The dynamiting of pipelines, storage tanks 
and oil wells in the East Texas field continued 
during May, recent blasts damaging pipelines 
of Texas Empire Pipe Line Company, The 
Texas Pipe Line Company, Shell Pipe Line 
Company, Tytex Pipe Line Company, Dan- 
ciger Pipe Line Company and others. 


Oklahoma and Kansas 


Fotiowine the reduction of Mid-Conti- 
nent crude oil prices to 25 cents per barrel flat 
some 30 oil companies operating 225 oil wells 
in Oklahoma City field decided either to shut 
down all their wells, or to withhold crude from 
purchasers, until oil prices are increased. 
Sinclair-Prairie Oil Marketing Company asked 
the Corporation Commission for an additional 
60,000 bbl. per day from the Oklahoma City 
field, as compared with that company’s cur- 


Six major oil stocks in relation to 50 indus- 
trial stocks on the New York Stock Exchange. 
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rent nominations of but 9,500 bbl., the in- 
creased purchases having been evidently 
planned in order to take advantage of the 25- 
cent crude oil. Up to this writing the Cor- 


cial and illegal production of the East Texas 
field up to June 1, 1933, may be estimated at 
around 370,000,000 bbl., or 3,365 bbl. per acre. 
New development in the East Texas pool 


Western Kansas Potential and Allowable 





Potential Production 
November 1932 April 1933 Present 
Number en ~ ——-~———~ Percent Allowable 
wells bbl. bbl. bbl. bbl. Decline bbl. 

Ritz-Canton-Galva. ... 72 “Chat”? 14,837 4,317 70.9 
107. ‘Viola 75,573 32,925 56.4 

179 Total 80,410 37,242 53.6 25,715 

Voshell imapoenene 119 =Total 19,583 13,150 32.8 12,210 


poration Commission had not acted on the re- 
quest for increased production, and will in all 
probability refuse it. 

The Three-judge Federal Court in Okla- 
homa City sustained the constitutionality of 
the new Oklahoma proration law when it 
ordered dismissed the injunction suit filed 
by the Sterling Refining Company. The com- 
plainant claimed right to produce two wells it 
controls in the Oklahoma City field to a 
maximum of 5,000 bbl. per day in order to 
supply its refinery. The company asked for a 
temporary restraining order preventing the 
Corporation Commission, the proration at- 
torney or any of their employees from inter- 
fering in production of the two wells. 

Kansas Corporation Commission rejected 
the application of the Sinclair-Prairie Oil 
Marketing Company for increased crude oil 
runs from the oil fields in McPherson and 
Harvey Counties. The Commission also 
issued an order permitting producers to shut 
in their prorated wells temporarily, pending 
crude oil price increase, and to make up result- 
ing underproduction at higher prices. 


Fight On Tax Evasion 


t NDER PROVISIONS of a new Kansas law, 
passed to eliminate tax evasion and “ boot- 
legging”’’ of motor fuel, the State Oil Inspector, 
S. G. Wells, announced 34 “‘ports”’ of entry 
and exit at which carriers of motor fuel have 
been required to enter and leave the state begin- 
ning with May 1, 1933. The 34 “ports” are 
established on principal highways and are 
operated on a 24-hour basis by a force of 
about 100 inspectors with full police powers. 
The entry inspection at the “ports” in- 
volves registration, sampling and sealing of the 
trucks, while at the exit “‘ports’’ the carriers 
are checked for any change in cargo. The 
law provides for a 50-cent fee on each load of 
motor fuel. All truckers or persons transport- 
ing motor fuel over the public highways of 
Kansas must be in possession of a state 
liquid-fuel carrier’s license. The penalties 
provide for confiscation and sale of vehicle and 
loads, as is now provided for vehicles trans- 
porting intoxicating liquors. Fines range up 
to $500, or imprisonment up to six months, 
or both. 


East Texas 


Ar THE cLose of May there were in the 
East Texas field about 10,000 producing wells, 
an average of one well to 10.9 acres of its 
proven area. The estimated cumulative offi- 
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declined to new low figures, new projects and 
completions dropping to around 15 per week 
each. 

The high rate of production from the East 
Texas field, which averaged about 1,000,000 
bbl. per day from April 24 to May 19, greatly 
shortened the natural flow life of the pool, as 
indicated by the rapid decline in the bottom- 
hole pressures, which actually averaged about 
4.0 lbs per sq. in. per day, and totalled about 
104.0 lbs. per sq. in. in the last 26 days, bring- 
ing the average bottom-hole pressures in the 
field from 1,375 lbs. to 1,271 lbs. per sq. in. 
Simultaneously the recovery per pound drop 
in the bottom-hole pressure in the East Texas 
field declined from 1,000,000 bbl. to 250,000 
bbl. The East Texas field wells will discon- 
tinue natural flow at a bottom-hole pressure of 
about 900 lbs. per sq. in., therefore it is evi- 
dent that at the current rate of production 
the remaining 371 lbs. per sq. in. natural flow 
margin of pressure will be dissipated in 92.7 
days with a recovery of but 92,700,000 bbl., 
instead of a possible recovery by natural flow of 
371,000,000 bbl. under limited production 
allowance. The probable size of pumping 
wells in the East Texas field is debatable, 
though currently quite a number of old pro- 
ducers on the east side of the pool are not ca- 
pable of pumping more than 20 bbl. per day. 
If the present 1,000,000-bbl. per day rate of 
production in the East Texas fields is main- 
tained for any length of time the pool will 
cease to be a menace to the oil industry possibly 
within the next three months, but at an im- 
measurable sacrifice of the crude oil reserves 
of the country. 

The installation of pumping equipment on 
some 10,000 wells in East Texas field will be a 
huge undertaking, requiring a total additional 
capital investment of some $40,000,000; and it 
is doubtful whether some of the smaller opera- 
tors will be financially capable of installing the 
equipment and pumping their wells at a cost 
of from 30 to 40 cents per barrel, after having 
sold their flush production at prices ranging 
from 5 to 25 cents per barrel. 


Polk County Texas Gulf 


SueLL PETROLEUM CORPORATION No. 1 
Davis-Holmes in Barry C. Swinney-Augustine 
Viesca Survey was completed for about 600 
bbl. of crude oil per day through %-inch 
choke trom a total depth of 4,334 ft. in the 
Cockfield formation of Eocene, which is also 
the producing formation in the Conroe pool. 
Shell Pipe Line Company will connect No. 1 


Davis-Holmes discovery well with the com- 
pany’s trunk line which passes west of the new 
oil pool. M. Inglewright and P. Laughlin 
No. 1 G. P. Reed also in Augustine Viesca 
survey and about one mile due north from 
No. 1 Davis-Holmes failed to extend produc- 
tion when it was shut down at 4,338 ft. without 
any shows. 

The new field, named Livingston, has been 
disappointing so far and does not promise to 
be either as extensive or as prolific as the 
Conroe pool, unless production is uncovered 
below the Cockfield formation. Several addi- 
tional projects are being planned to start this 
summer in the Livingston pool and the field 
will probably be defined within this year. 


Hufismith-Tomball Texas Gulf 


Milacnouia perroLeum comPANy (Socony- 
Vacuum) and Humble Oil and Refining Com- 
pany (S.O.N.J.) No. 1 Martens in Joseph 
House Survey topped Cockfield formation at 
5,376 ft. and cored a water sand at 5,616 ft., 
in the horizon which is producing in the Conroe 
field, about 20 miles due northeast. The same 
company’s No. 1 Kobsin J. M. Hooper Survey 
topped Cockfield formation at 5,343 ft. and 
was drilling at 5,550 ft., apparently also a 
failure. The supposed Huffsmith-Tomball 
deep-seated salt dome of the Conroe type was 
discovered several years ago by seismographs 
of the Vacuum Oil Company, and was recently 
rechecked by other companies. 

The Huffsmith-Tomball area has been very 
highly considered by all Gulf Coast operators 
and one of the wildest wildcat leasing and 
royalty campaigns developed as a result. All 
acreage has been leased solidly by many com- 
panies and individual operators, while the 
Texas Railroad Commission recognized the 
importance of the area when it issued drilling 
regulations before the discovery. Humble Oil 
and Refining Company purchased trom Mag- 
nolia Petroleum Company a half interest in all 
its holdings in the district for $500,000 cash and 
$500,000 in oil, and also bought from the 
Standard Oil Company of Kansas about 1,100 
acres for $300,000. A total of over $5,000,000 
probably was paid for Huffsmith-Tomball 
leases and royalties in the last few months. 
The amount of capital invested in the district 
will necessitate in all probability additional 
test wells, regardless of the fact that the first 
two wildcats have been failures and at no time 
had encouraging shallow shows of oil or gas. 

The apparent failure of Huffsmith-Tomball 
has been generally welcomed by the industry, 
as removing a possibly important factor of 
overproduction. 


Lueien-Central Oklahoma 


Lucien consouipatep No. 1 R. Whitton in 
section 7-T2O0N-R2W was completed early in 
May as the first large well in the Lucien pool, 
flowing at the rate of 12,000 bbl. of crude oil 
and 12,000,000 cu. ft. of gas per day on an 
initial flow test from a total depth of 5,211 ft. 
in the Upper Simpson formation of Ordovician. 

Lucien Consolidated No. 1 E. Farr in section 
19-T2ON-R2W was being completed on May 
21 with a total depth of 5,121 ft. in the “‘ Wil- 
cox”’ sand of the Simpson series of Ordovician 
age, and was estimated at 15,000 bbl. of crude 















































oil and 20,000,000 cu. ft. of gas per day, thus 
definitely establishing the Lucien field as a 
major crude oil reserve of Oklahoma. The 
Lucien field is the first major field in Oklahoma 
to be unitized, and both drilling and production 
developments are expected to be very gradual. 
The Lucien field therefore is not likely to be a 
factor in overproduction. 

Shell Petroleum Corporation No. 1 Faulkner 
in section 11-T15N-R4W, a wildcat located on 
the Navina core-drill and seismograph pro- 
spective structure, is drilling at 5,300 ft., after 
having encountered several minor oil shows. 


Western Kansas 


Tue rauacy of high shut-in potentials 
was well illustrated by the 48-hour open flow 
tests conducted in the most prolific pools of 
Western Kansas, the Ritz-Canton-Galva and 
the Voshell. The prepared table indicates the 
radical declines, which are particularly im- 
portant because both fields have been produc- 
ing only their allowables since the previous 
potential tests, without any overproduction. 
In the case of the Voshell pool it should be 
noted that allowable and potential productions 
are practically identical, and that accordingly 
it is anticipated that all restrictions will be 
lifted from the Voshell field by the State 
Umpire. 

Atlantic Oil Producing Company No. 1 
Gates in section 27-T2IS-RI3W opened a new 
pool in Stafford County when it swabbed 240 
bbl. per day of high gravity oil from Siliceous 
limestone, Cambro-Ordovician in age, from 
3,679 ft. to 3,704 ft. The new discovery is 
nine miles due northwest from the Richardson 
pool (No. 38 on WORLD PETROLUEM map pub- 
lished on page 107 of March 1932 issue). 

In the Breford one-well field, 314 miles due 
west from the Stratman pool in Ellsworth 
County (No. 22) three producers were com- 
pleted during April accounting together for 
1,320 bbl. per day. Slick, Pryor and Lockhart 
completed two wells and the Magnolia Pe- 
troleum Company (Socony-Vacuum) com- 
pleted one well. 


Kettleman Hills California 


N ORTH KETTLEMAN OIL and Gas Company 
No. 1 Lillis-Welsh in section 24-T2IS-RI6W, 
two miles due northwest from the nearest pro- 
duction of the North Dome field, drilled to 
10,927 ft., and when bailed in flowed 40- 
gravity crude oil from 11 ft. in the sand, thus 
establishing the record for depth of production, 
in addition to the world’s depth record of any 
boring yet drilled. The former record was 
held by the Penn-Mex Fuel Company’s No. 35 
Jardin in Tuxpam District of Mexico which 
was abandoned at 10,585 ft. in August of 1931. 

The discovery of deep production in the 
Kettleman Hills field is of great importance in 
vastly increasing the oil reserves of California. 
No. 1 Lillis-Welsh will be drilled deeper into 
the sand before making final testing. 

No. 1 Lillis-Welsh was started in April of 
1932. The 18 54-inch, 84.5-lb., surface casing 
string was set at 1,087 ft.; the 1134-inch, 61- 
lb., casing string was set at 6,710 ft. and the 
7-inch, combination 36-lb. and 30.5-lb., casing 
string was set at 9,642 ft. 

B. B. ZAVOICO 





Imports 


Canavtan imports of crude in its natural 
state during the month of March were sharply 
up over February of this year, but show a 
decline from the figures of the corresponding 
month in 1932. March 1933 imports were 
1,409,609 bbl. compared with 1,073,026 bbl. in 
February and 1,932,432 bbl. in March 1932. 
Total imports of crude for the twelve month 
period ending March 1933 were 23,510,554 
bbl. compared with 28,981,907 bbl. for the 
corresponding period ending March 1932. 

Gasoline imports during March were slightly 
up, but show a heavy decline from the same 
month in 1932. Importations during March 
of this year were 45,940 bbl. compared with 
30,112 bbl. in February and 157,323 bbl. in 
March 1932. Total imports of gasoline during 
the twelve month period ending March 1932 
were 1,929,893 bbl. compared with 2,413,300 
bbl. in the same period of last year. 

Total values of petroleum imports during 
March were $1,861,853, of which sum 85.8 
percent originated from the United States, 


Canadian Petroleum Industry 


Tue ovrrvt of petroleum products from 
Canadian plants shows a factory value of 
$71,697,757 in 1932, compared with $76,158,- 
644 in 1931, and $91,787,205 in 1930. The 
total capital employed in the petroleum 
products industry during 1932 was $69,475,- 
860; the average number of employees was 


Additional Reserves 


A PRESIDENTIAL decree which increased 
from the existing 50 kilometers to 100 kilo- 
meters in width the national oil reserves along 
international borders and seaboards of Mexico 
was issued on May 18. Explanations of the 
decree pointed out that this was a method of 
preventing private monopoly trom controlling 
Mexican production and assuring the nation 
of ample oil supplies in all cases of national 
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4,116, salaries and wages amounted to $5,- 
980,681, and cost of materials, $52,237,387. 

The major part of these values is carried by 
the petroleum refining phase of the industry. 
Twenty-four refineries were in operation dur- 
ing 1932, compared with 20 in 1931. The 
daily crude capacity of these refineries is 
135,850 bbl. Capital employed in refining 
amounts to $68,882,376. The average number 
of employees during 1932 was 4,058, with 
salaries and wages amounting to $5,897,811. 
The cost of materials was $52,029,471. 


Source of Crude Imports into Canada 1932 


Barrels 

United States 18,440,351 
South America 4,459,773 
Canada 1.066.966 
Other countries 361,758 
Total. . 24,328,818 


Tie annvat report of McColl-Frontenac 
Oil Company, Limited, for the fiscal year end- 
ing January 31, 1933, shows net profits after 
depreciation, interest, contingent and bad 
debt reserves and income tax, of $1,231,761, 
the equivalent of $17.18 on the preferred 
shares, and $1.53 on the common stock. This 
compares with $1,381,351, equal to $17.68 
on the preferred and $1.81 on the common, in 
the previous year. The working capital 
position of the company was very materially 
improved with an increase in the net quick 
assets and a decline in the current liabilities. 

R. C. ROWE 


emergency. The new decree will help to 
regulate prices in Mexican domestic markets 
and serve to balance several factors in the 
industry in this country. It is further pointed 
out that this additional reserve will not be an 
impediment to private enterprise as companies 
and individuals will be allowed to solicit con- 
cessions in this reserve on terms which will 
be made public later. 

A presidential decree issued last December 
gave the Ministry of Finance authority to 














fix the gasoline import duty periodically 
according to supplies available on the domestic 
market. A recent announcement of the 
Ministry placed the duty at 114 cents per 
liter until further notice. 

A further presidential decree, recently is- 
sued, exempts from import duty petroleum 
or products imported for the purpose of blend- 
ing with domestically produced petroleum. 
It is, however, necessary for the refiner who 
takes advantage of this exemption to have a 
government inspector in the plant to check 
up on the proportion of domestic and im- 
ported petroleum used and the amount 
shipped in to the plant. This inspector and 
his assistants must be paid by the importer. 


Profits in Mexiean Oil 
Industry 


Conrenvine that beneficial results had 
been obtained by the enactment of the petro- 
leum laws of 1917, Senor Gustavo Ortega, 
petroleum department, Ministry of National 
Economy, acknowledged to be the foremost 
Mexican oil statistician, presented a very 
complete report on the petroleum industry. 
The report indicated that, while prior to 1917 
only 174 productive wells were drilled in 
Mexico, since that time 2,331 productive 
wells had been drilled having a combined 
maximum daily output of 13,020,797 bbl. 
against 643,109 bbl. maximum daily produc- 
tion from the wells drilled prior to 1917. 

Exports had also increased considerably, 
according to the report, from 105,365,480 
bbl. from 1911 to 1917 to 1,294,720,573 bbl. 
from 1917 to 1932. Investments in the petro- 
leum industry had likewise increased from 
$91,376,344 in 1917 to $282,266,325 by 1930. 

Senor Ortega estimated that some addi- 
tional 150,000,000 acres of oil producing 
lands are available in Mexico. He mentions 
the areas adjacent to the south and southwest 


Exploratory well in the district south of 
Tamulipas in the basin of the Tamesi River. 

























Texas fields, the Mexican Gulf coast, regions 
in Yucatan, eastern sections of Lower Cali- 
fornia, sections in the states of Sonora, Sinaloa 
Nayarit, Oaxaca, Chiapas and parts of Chi- 
huahua, Durango, Coahuila, Nuevo Leon and 
Jalisco. All these regions have been partially 
explored and show indications of oil bearing 
formations. 

In regard to refining, the report states that 
there are 16 large modern refineries with a 
total daily capacity of 312,129 bbl. The 
domestic market consumes 12,600,000 bbl. of 
which 1,698,000 bbl. were imported. The 
growing consumption is attributed to the in- 
creased number of motor vehicles in use in 
Mexico and the extension of the national 
highway system. Some 3,137 miles of oil and 
gas pipelines give Mexico a combined daily 
transportation capacity of 2,004,371 bbl. 
There are 3,002 steel storage tanks. The 
report concludes that exploitation of petro- 
leum in Mexico is highly profitable, indicating 
that petroleum producers in this country 
have received right along a return of 3.2 per 
unity on their investment, while producers 
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in the United States have only averaged 1.3 
per investment unit. 


Eagle’s Pipeline Damaged 


Fire or UNDETERMINED origin damaged a 
portion of the Mexican Eagle Oil Company’s 
$2,850,000 petroleum pipeline from Palma 
Sola to the company’s refinery at Atzcapot- 
zalco. The damage is estimated to amount to 
some $4,000 to the pipeline besides damage to 
nearby workingmen’s houses. The fire oc- 
curred within two kilometers of the refinery. 
Last year two bomb outrages were perpetrated 
on this pipeline. 

An average daily production of 37,000,000 
cu. ft. of natural gas is being obtained from a 
well which the Ohio Mex. Oil Company 
brought in at 1,271 ft. at Rancheros, Coahuila 
state, near the United States border. The 
company is making good progress on a well 
which it has down more than 3,000 ft. near 
Sabinas, also in Coahuila state. Work has 
been resumed on this well after a fishing job 
that lasted nearly a month. 

DOUGLAS GRAHAME 


BRussia 


Official Figures for Soviet Oil Operations * 


January.. 
February 
March... 
ee 


Total first quarter 1933.......... 
Total first quarter 1932.......... 


* Crude oil conversion ratio 7 bbl. =1 ton 


Difficulties in England 


"Termination of the agreement between 
Russian Oil Products, Soviet marketing organ- 
ization in England, and the major petroleum 
distributing companies in that country became 
effective on June 1 leaving the Soviet organiza- 
tion at liberty to regulate prices and issue dis- 
counts in any way they consider advisable. 
While the termination of this voluntary agree- 
ment coincides with the government embargo 
on importation of Russian petroleum, it has 
no political significance and would have been 
effected regardless of action taken by the gov- 
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Crude Daily Run to 
Production Average Stills Drilling 
(Bbl.) (Bbl.) (Bbl.) (Ft.) 
Rattad 10,382,400 334,917 9,510,900 157,486 
junc 10,162,600 362,950 9,167,900 169,396 
, 11,928,700 384,800 11,003,300 228,534 
ania 11,824,400 394,150 10,472,700 228,790 
44,298,100 369,151 40,154,800 784,206 
hacen 32,473,700 360,820 29,682,100 555,416 
eee 39,106,200 430,550 36,223,482 586,150 
170,800,000 467,670 155,000,000 3,315,000 
ernment. The occurrence of both restrictions, 


however, is likely to have a tendency to re- 
strain the R.O.P. from attempting to increase 
gallonage in the British market because of the 
difficulty in obtaining supplies under the 
embargo. R.O.P. has already announced 
that they will continue to supply their cus- 
tomers with petroleum products under their 
brand names. Estimates place the supply of 
Soviet petroleum available in England for 
R.O.P. at about sufficient to carry them for 
three months. This can be increased by the 
diversion of Russian supplies to other countries 
from which local production can be shipped to 






































England. Such a method is likely to add to 
the cost of laying down stocks in England 
and under the circumstances it is doubted if 
R.O.P. will follow the usual Soviet marketing 
policy of attempting to increase gallonage by 
cutting prices. 


Production Inereases 


Fotiowine an investigation of the arrears 
of production at Baku a complete reorganiza- 
tion of that group of fields has been effected 
and increased production has resulted to an 
extent that is almost entirely responsible for 
the better showing for total Soviet production 
in April. The investigation was conducted by 
the Central Committee of the Communist 
Party at Baku and reached the conclusion that 
a large part of the arrears, formerly blamed on 
defective equipment, was actually due to poor 
technical supervision and demoralization of 
personnel. Radical reorganization has resulted 
in increased production amounting to more 
than seven percent over the production for 
March. Drilling, while behind the figures for 
the preceding month in Baku, is at present 
proceeding at increased tempo as a result of the 
investigation and some improvement may be 
looked for in the near future. Gasoline pro- 
duction at Baku has also increased while 
kerosene production has decreased compared 
with the preceding month. 

In Grozni conditions continue to be very 
poor. Drilling operations and kerosene pro- 
duction are much further in arrears than at 
Baku; production of crude fell behind March 
production and disorganization and frequent 
breakdowns are creating a serious situation. 
A superficial consideration of conditions at 
Grozni suggests that the extension of the inves- 
tigation of the Central Committee to those 
fields might result in vast improvements in 
production, drilling and runs to stills. Present 
plans call for extension of the investigation to 
Grozni which will probably result in a com- 
plete shake-up and improved production. 


Nefidag Oil Field 


Nerrpac, now rated as an important 
source of future Soviet petroleum supplies, is 
situated about 27 kilometers south of the Neft- 
dag junction of the Central Asia railroad. In 
a review of the development of this field to its 
present state, Professor Gubkin explained that 
the geological formation is that of an anticline 
with an axial extension running southwest to 
northeast and the proper fold divided into 
several formations; one of these formations 
divides Neftdag into a northern and southern 
section, in both of which oil exploration has 
been going forward since 1882. From 1882 to 
1887 five primitive wells were drilled in these 
formations and oil sands were struck at about 
390 ft. for a production of 70 bbl. per day. 
A second productive well was completed in 
1884 producing about 21 bbl. per day from 
a slightly greater depth. No further work was 
done on the field until 1927 when three dry 
holes were completed almost eliminating the 
field from further consideration. Later, one 
of these wells was deepened slightly and from 
1,574 ft. the well produced over 3,500 bbl. of 
crude in the first 315 hours. A second well 


was deepened, resulting in an initial daily 


production of 35,000 bbl. Total oil deposits 
are estimated by Professor Gubkin to be about 
70,000,000 bbl. 


Current Events 


Miloscow: A decree dismissing Mr. Cham- 
roff from his position as head of Grozni for 
inefficiency has been issued by Ordzonikidze, 
director of the Secretariat for Heavy Industry. 
Konstantin Riabovol, former chairman of 
Soyusnefteexport, has been appointed in 
Chamroff’s place. Mr. Nesteroff has likewise 
been dismissed as head of Maikop and has been 
replaced by Bogdanovitch. 


Groznt: It is rumored that the filing, with- 
out making public to the workers, of a tele- 
gram from Baku challenging Grozni workers 
to a competition in crude production may 
have cost Mr. Chamroff his position as head of 
Grozni. The matter became public when a 
representative from Baku arrived to request 
a reply to the challenge and found that the wire 
had been filed as a matter of record. 

An exploration well opening up a new loca- 
tion at Grozni has reached a depth of 2,860 
ft. with a daily production of 700 bbl. 


Ura: During 1933 extension of these fields 
will be undertaken to assure a supply of tractor 
fuel to the tractor depots of the Urals. At 
least 34 new wells will be drilled for a produc- 
tion of about 1,400,000 bbl. of crude to be run 
to a new pipe still refinery which is to be com- 
pleted for a daily capacity of 560 bbl. Rail 
connections are to be completed shortly. Two 
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New York: May 

Tue vewarp MOVEMENT which distin- 
guished the stock market in April was continued 
in May but at a less rapid rate and character- 
ized by somewhat less uniformity of action 
both as to the direction of movement and the 
extent of participation by all departments of 
the list. Commodity prices also made further 
gains and reports from trade and industry 
revealed such substantial increases in activity 
that much of the ill-considered and somewhat 
hysterical talk of the effects of drastic inflation 
subsided and was replaced by an increasing 
emphasis upon business improvement as the 
mainspring and support of higher price levels. 
Among the most encouraging business signs 
have been the rise in steel output to well above 
35 percent of capacity, the highest level since 
June, 1931, and the pickup in railroad car- 
loadings to above levels of the corresponding 
period of last year. For the first time since 
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new wells have been opened at Ishimbayevo in 
addition to the eight already in operation. 


Baxv: A new and powerful gas well has 
been opened in the Stalin group of fields re- 
cently, producing from the 16th horizon. 

The electrical railroad running from Baku 
to Surakhani has been extended to Zarbat and 
with the recent opening of traffic on this ex- 
tension practically all of the Baku fields are 
now connected by rail. 


Lenincrap: The Petroleum Institute has 
sent a geological expedition to North Sakhalin 
for the purpose of completing exploration on 
the Shmidt peninsula. 


Baasnopar: A gasoline rerun pipe still 
with a capacity of 525 bbl. per day has been 
brought into operation for the production of 
such products as petroleum ether, absorption 
benzene, gasoline for use in the manufacture 
of rubber, and lacquer diluents. 


Russian Oil Exports January-March 


(Barrels of 42 U. S. Gallons) 





1933 1932 
Crude oil 213,346 732,578 
Motor fuel 2.798.526 4,114,846 
Kerosene... sae - 1,495,425 1,478,947 

Solar, spindle, machine and 

cylinder oils 413,672 $54,783 
Diesel oil 131.663 66,220 
Fuel and gas oil 3,630,767 3,630,459 
Other products 1,162 3.479 
Total 8,684,561 10,481,312 

J. WEGRIN 


the depression started there is a growing num- 
ber of current business and financial reports 
showing gains over a year ago. 

It has been rather surprising that the oil 
shares have continued among the best per- 
formers of the list, despite the recurrent over- 
production in East Texas and the resulting 
decline in oil prices. The explanation appears 
to lie in the expectation that the Administra- 
tion’s oil control legislation will soon be made 
effective and will result in materially higher 
prices for both crude and refined products. 
The first quarter earnings statements of the oil 
companies, and also of practically all other in- 
dustries, are proving quite uniformly unsatis- 
factory although probably on the whole no 
worse than might have anticipated. 
They are ‘“‘water over the dam’”’, however, in- 
sofar as present security prices are concerned, 
and the market seems likely to continue to re- 
flect improvement ahead unless there should 


been 
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develop evidence of reversal of the upward 
trend of the past two months. 

The World Economic Conference will 
probably hold the center of the stage in the 
coming weeks, and its accomplishments, or 
lack of them, may have far-reaching effects 
upon economic trends both in this country and 
throughout the world. 


FPor THE CALENDAR YEAR 1932 Socony- 
Vacuum Corporation reported consolidated net 
profit of $5,320,282 after all charges, equal to 
17 cents per share, compared with a 1931 net 
loss of $4,169,247, equal to a deficit of 13 cents 
ashare. Cash and marketable securities were 
increased during the year from $63,659,699 to 
$79,395,604, but total current assets decreased 
from $306,957,382 to $291,660,044; current 
liabilities increased moderately from $47,884,- 
152 to $53,400,215. Funded debt at the close 
of the year stood at $88,687,021, with an addi- 
tional $5,051,000 called for redemption but 
not yet retired, compared with funded debt at 
the close of 1931 of $99,355,586. 

In view of the improved earnings showing 
there was some surprise created by the omit- 
ting of the dividend shortly after release of the 
report to stockholders. This action un- 
doubtedly reflected the recurrence of unfavor- 
able conditions and lower prices in the industry 
in the fourth quarter of last year and the first 
quarter of 1933. 


@ruer ReEcENT dividend news includes 
declaration of the regular 50-cent quarterly 
dividend by Humble Oil and Refining and of 
28 cents a share in Canadian funds by Interna- 
tional Petroleum which formerly paid 25 cents 


quarterly in American funds. Standard Oil of 
California, upon reporting first quarter net loss 
of $718,987 compared with profit of $2,930,241 
in the corresponding period of 1932, reduced 
the dividend rate from $2 to $1 by declaration 
of a quarterly payment of 25 cents a share. 

Most of the first quarter earnings reports 
clearly reflect the declining price trend of the 
period and compare unfavorably with the 
same quarter of 1932. The accompanying 
table indicates the general situation. 


Comparison of Oil Company Earnings 


Company First quarter net 


1933 1932 
Amerada Corporation d8201,939 $225,383 
Barnsdall Corporation 852.803 390,125 
Continental Oil 2,825,247 dl .872,848 
Ohio Oil... .. 1,418,245 1,656,106 
Shell Union. . 49,239,550 =d2,742,300 
Skelly Oil... . 1,282,679 278,628 
Simms Petroleum 238,890 226,899 


Tide Water Assoc. . 1,238,728 527,602 

Wourine 1932 Standard Oil of Indiana re- 
duced its consolidated funded debt by $15,- 
666,000 to $31,945,500, and in January of this 
year retired $21,225,000. Another striking 
change in the balance sheet was the increase in 
permanent investments from $31,672,939 to 
$147,480,003, caused principally by stock and 
rights to future cash payments from Standard 
Oil Company (New Jersey) in connection with 
sale to the latter company of the foreign prop- 
erties of Pan American Petroleum and Trans- 
port. This transaction also accounted largely 
for the decrease in the fixed asset account from 
$481,715,520 to $308,881,744. Brief comment 
on the income statement for 1932 was included 
in our last month’s notes. 


New York Stock Prices 


1933 Current 
— —-. Div. 3 per Stock 
High Low Annum (Par Value $) 


37% 1814 2.00 

23 12% 1.00 Atlantic Refining (25). . 
6% 3 Barnsdall (5). . 
¥% “4 .... Colon Oil (No) 


Amerada (No) 


9% 5 Consol Oil (No) 

13% 4% Continental Oil (5) 

6% 2% Creole Petroleum (5)... 
45 24 Gulf Oil Corp. (25) 
60% 14 2.00 Humble Oil & Ref. (25) 


10% 6% 0.50 Imperial Oil, Ltd. (No). . 


13% 8%, §0.28 International Petr. (No). 
10 33, .... Mid-Continent (No). . 
11% 43/, Ohio Oil (No) = 
1312 13, Phillips Petr. (No) .. 

> ee: 
26% 17% +6% Royal Dutch N. Y. (133) 
32 15 10.60 Seaboard Oil (No)... 

7% 4 . Shell Union (No)...... 
9% 4% 0.25 Simms Petr. (10)....... 
6% 3 6260 MEE GID 6 ov aeccence 
ll 6 ... Socony-Vacuum (25)...... 
31% 19% 1.00 Standard Oil of Calif. (No) 
26% 17 1.00 Standard Oil, Ind. (25) 

19 1234 Standard Oil, Kansas (25) 
14%, 8% 1.00 Standard Oil, Ky. (10). ... 
3534 22% 1.00 Standard Oil, N. J. (25)... 
404% 35 71.00 Sun Oil (No)............. 
19 1034 1.00 Texas Corp. (25).......... 

54. 3% ... Tide Water Assoc. (No) . 
14 81, 1.00 Union Oil of Calif. (25). . . 

x» Ye .... Venezuelan Petr. (5)......... 


1 Since close of last month’s table. 
t Also 10c extra this year. 

* Also paid 2% in stock for 1932. 

§ Latest payment in Canadian funds. 
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April 17—May 20 


Sales Net 
(Shares) First High Low Last Change! 
141,300 2742 37% 264%2 35% + 8 
462,100 16 23 15% 21% + 44 
375,300 4 64, 3% 6% + 2% 
9,600 ¥% ¥% A % + &% 
811,400 64% 9% 5% 9% +3 
76,600 7 134 6% 12% +5 
142,200 44% 6% 4% 5% + 1 
115,300 31 45 31 431 +1135 
61,100 497% 605% 48 582 + 8144 


112,200 7% 104% TH 9% + 2% 


161,200 11 13%, 10% 12% + 1% 
204,400 5% 10 5% 9% + 3% 
521,900 71% 11% 6% 10% + 3% 
530,100 6% 13% 6% 12% + 5% 
234,100 34%2 7% 3% 6% + 3% 
27,600 19% 26%, 19% 23% + 3% 
182,700 22% 32 22 29% + 6% 


190,800 5 1% 4%, 7 + 
84,200 6 9% 6 9 +3 
21,900 4% 6% 14% 6% - 


1,223,800 7 1 6% 10 2, 
501,100 24% 31% 2434 3034 + 51% 
364,100 1946 26% 18% 25% + 5% 
9,100 12%, 19 12% 17% + 414 
33,100 10% 14% 10% 13% + 3% 
801,100 2914 3534 2844 34 + 4% 
6,600 36 10% 36 10% + 4% 
545,200 144% 19 13% 18% + 3% 
145,500 35% 512 3% 5% + 1% 
147,000 10% 14 10 13% +3 


aus 10,300 x% % % % + 


t Paid for 1932—no regular rate. 


BBy wc usion in income of a book profit 
of $4,948,572 on its own debentures purchased 
during the year, Shell Union Oil Corporation 
was enabled to show for 1932 a net profit of 
$660,076. Exclusive of this special item there 
was a net loss of $4,288,496, compared with 
1931 net loss of $27,008,310. Current assets 
at the year-end amounted to $80,193,903 and 
current liabilities to $20,542,697, compared 
with $93,521,578 and $23,240,379 respectively 
at the close of 1931. Cash and equivalent 
totalled $26,556,137, against $36,923,280 at 
the close of the preceding year. 

A large part of the reduction in the net 
loss (before the special profit) was accounted 
for by reduction in charges for depreciation, 
depletion, retirements, etc., from $45,344,100 
to $31,665,072. 


SranparD OIL COMPANY (New Jersey) 
reported gross operating income in 1932 of 
$1,080,025,773, a slight decrease from the 
1931 figure of $1,084,926,345. The sum total 
of operating expenses, including taxes and 
other charges and inventory loss, was sub- 
stantially reduced, with the result that operat- 
ing net income was $25,286,739, a sharp gain 
over the 1931 net operating deficit of $2,- 
636,900. Due to a sharp decline in other 
(non-operating) income, however, the final 
1932 net applicable to the parent company 
capital stock amounted to only $282,865 
compared with $8,704,758 in 1931. This 
profit is equal to 1 cent per share, against 34 
cents per share in 1931. The report to stock- 
holders states that the decrease in other 
income is due to non-recurring items, including 
war and tax claims, to lower net income re- 
ceived from interest accounts, to reduced 
dividends from companies not consolidated, 
and to smaller royalty income from patents. 

The decrease during the year in total bal- 
ance sheet assets from $1,919,010,368 to $1,- 
888,009,301 resulted from a combination of 
factors, the most important of which were 
payment of dividends of approximately 
$50,000,000 in excess of earnings, redemption 
of $55,000,000 of debentures, payment to 
Standard of Indiana in part settlement of 
purchase of Pan American Foreign stock, and 
necessary additions to plant. These disburse- 
ments involved liquidation of marketable se- 
curities and inventories and an increase in 
purchase obligations. 

The balance sheet includes among perma- 
nent investments an item of miscellaneous 
securities of $64,824,000, representing in large 
part investments which in the previous balance 
sheet were carried among current assets. As 
a result of the various factors above mentioned 
total current assets declined from $671,154,622 
to $574,782,127, and current liabilities in- 
creased from $85,916,259 to $127,630,881. 
Thus the current ratio was reduced from 7.8- 
to-1 to 4.5-to-1. 


Creoie PerroLeuM reported consolidated 
net profit for 1932 of $2,075,403 after charges, 
compared with a loss of $4,510,465 in 1931. 
Last year’s net was equal to 30 cents a share. 
Current assets on December 31 were $4,173,408 
and current liabilities were $830,499. Stock- 
holders have approved change in the par value 


WORLD PETROLEUM 














of the capital stock from no par to $5 per 
share, which creates a capital surplus of about 
$23,206,000. C. C. BAILEY 


London: May 


Iv view of the growing disquiet of dealers 
at the oil position in the United States, the 
London share market has maintained a fairly 
good tone. It is feared in the market here 
that preoccupation with monetary and eco- 
nomic developments as a whole may be dis- 
tracting the attention of the authorities in 
America from the pressing need to make oil 
proration effective, although some observers 
believe that the position there is now so bad 
as to make drastic action inevitable. Two 
factors which have made for the maintenance 
of tone in the share market have been the 
relatively good dividend announcements and 
annual reports published by British companies, 
and a general demand for “‘equity”’ shares of 
all kinds in London and other international 
markets. The latter movement, which had 
its genesis either in a belief in an early upward 
turn in world trade or in a fear that countries 
now on gold would soon relinquish the gold 
standard and allow their currencies to de- 
preciate, has been reflected in higher prices 
from New York and buying from Paris, Am- 
sterdam and other European centres. Cau- 
tious observers in this market, however, sug- 
gest that whatever may be the immediate 
prospects in the share market, the further out- 
look for oil company earnings must remain 
clouded while the United States position is so 
unsound. They argue that the adherence of 
Roumania to the export stabilization scheme 
is largely dependent on a better price structure 
in the United States, and that once Roumania 
ceases to participate in the stabilization 
scheme, the whole world industry may be again 
thrown into chaos. 


SartisrAcTION with the Burmah Oil divi- 
dend overshadowed the decline in profits as a 
market factor. Trading profits, after charg- 
ing income tax and all field expenditure, de- 
clined from £2,506,667 to £1,922,135, and 
although a smaller amount was absorbed by 
depreciation last year, the net earnings fell by 
£344,860 to £1,524,635. By paying a final 
dividend of 15 percent, the directors bring the 
total for the year up to 20 percent, against 
17 '% percent in 1931 and 22 '4 percent in 1930. 
General reserve allocation is reduced from 
£300,000 to £200,000, and no appropriation 
is made to tax reserve, which received £350,000 
in the previous year, while the undivided sur- 
plus is reduced by approximately £100,000 to 
£485,511. The statement, although indicat- 
ing a somewhat more liberal dividend policy, 
only serves to emphasize the strength of the 
company’s position. Paying a larger dividend 
from smaller profits, the directors have still 
been able to place a larger sum to reserve than 
that withdrawn from the surplus. They have 
thus increased the company’s undivided re- 
sources on balance. Dividends received by 
the company on its big holdings of Anglo- 
Persian and Shell Transport shares were less 
last year than in 1931. In view of this fact, 
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and the state of the world oil industry, the 
increase in the dividend was considered a 
highly satisfactory achievement. It equalled 
the market’s most sanguine hopes, and the 
company’s ordinary shares rose to 3%», a 
high level for the year, immediately after the 
announcement. 


BBy maintamine the dividend for 1932 
at the 1931 rate of 714 percent tax free, the 
directors of Shell Transport and Trading ful- 
filled average market expectations. Payment 
of 6 percent by Royal Dutch, the same as in 
the preceding year, was also as much as most 
dealers had anticipated. Doubt concerning 
the relative profitability of the two years in 
the wide area covered by the Group’s opera- 
tions had created considerable doubt pre- 
viously as to the rates the directors of the two 
major companies would decide upon. Thatan 
increase had been expected in some quarters 
appears to be indicated by the relapse in the 
quotations for both shares after the announce- 
ments. Such expectations, however, were 
by no means general, and some dealers would 
not have been surprised at a reduction in the 
distributions. 


Hfleavy pecuines in Anglo-Persian stocks 
followed the publication of the terms of the 
new concession agreement, the ordinary fall- 
ing perpendicularly from 12%» to 15%, while 
the 8 percent and 9 percent preference were 
down to 14 at onetime. Some recovery from 
the lowest points has occurred in each case. 
The market was not disposed to take an alarm- 
ist view of the new conditions, but appreciated 
that the profit earning capacity of the com- 
pany has been definitely changed for the worse. 
In depressed conditions, indeed, it appears 
that the profit balance available for the divi- 
dend on the 9 percent second preference issue 
may be in some danger. This, like the first 
preference dividend, is cumulative, which 


affords protection for holders, apart from the 
very big cash resources of the company. 


Fotiowine their practice of last year, the 
directors of Trinidad Leaseholds have included 
a forecast of their fina] dividend for the year 
to June 30, 1933 in their announcement of 
an interim payment for that period. The 
interim distribution is 5 percent, the same as 
that of a year ago. If existing conditions 
continue, it is hoped to pay a final dividend 
at a somewhat higher rate than that declared 
last year, when 7!4 percent was distributed, 
making a total of 121% percent. Despite the 
loss of the American market on account of the 
imposition of a high tariff on light products, 
the directors report a further improvement in 
profits during the current financial year. 
This they attribute to an expansion of sales 
of the company’s “‘Regent” brands in the 
United Kingdom. Financial results thus con- 
tinue to justify the astute move made by the 
directors some years ago, when Trinidad 
Leaseholds acquired a distributing organiza- 
tion in this country on its own account. This 
organization has since been developed ener- 
getically, and it was reported last month that 
a big six-year contract for supplying motor 
spirit had been secured. 


A saTIsFAcTory improvement in earnings 
was shown in the 1932 report of Venezuelan 
Oil Concessions, the Royal Dutch-Shell sub- 
sidiary. Gross profit amounted to £3,084,787 
compared with £2,937,174, and expenses were 
reduced, enabling the dividend to be increased 
from 10 percent to 1214 percent on the ordi- 
nary and 7 percent participating preference 
shares. The carry forward is advanced from 
£155,485 to £171,725. Production, at 32,- 
627,720 bbl., compared with 33,488,081 bbl. 
in 1931, the decrease reflecting the continuance 
of the policy of curtailment of output. In 
their review of the year’s operations the direc- 


London Stock Exchange Prices 


1933 Last Year's 


April 12—May 12 


a wat Div. % Share a 
High Low per Ann. First High Low Last Change 
5 Wy BY Anglo-Ecuadorian 1959 1949 iT 32 . 
15, 1% 10 Anglo-Egyptian “B™ Lis 154 It, 11942 + M42 
2 1% 5 Anglo-Persian 12°52 13h 42 15% 1% - § 
1742 2932 25 Apex Trinidad (5s.) 1732 1? $2 L542 L532 — lis 
1732 hg , Attock I, 17 2 Ve er) 
3% Wy 5 Brit. Borneo (6s.) 19 19 , 19 
346 i P Brit. Burmah (8s.) 6 
546 540 Brit. Controlled (35) “% 6 2 2 bao 
hig 1349 Brit. Controlled Pfd. (35). 5 ie lig IT 39 Iie VY 
3% 32 2% 2 Burmah 2! 3° 2: 3°32 1h 
1142 % Canadian Eagle (No par) 32 6 % 8 dae 
532 $32 Kern River (10s.) 2 1 VW, — 142 
1% 1%, 12'4 Lobitos oe 134 1% 1 1% Vs 
+> 37 16 1 London & Thames Haven 3! 37 B1lis Bi -—-\% 
13s9 oe nae Mexican Eagle (34 Mex.) Ihye ¥% } % , 
%16 % Phoenix le ’ \, 17 32 Ly2 
195, 155% 6 Royal Dutch (fl. 100) 17 1914 163% 1834 - 1% 
2'?y2 12%2 «=7Ye* Shell Transport 21 2! 1s 232 2% \% 
83%, 5% Shell Union (No par). . 7% 83,4 7Y% 812 + 1% 
1732 Ig Steaua Romana 17 ; : : - 
Zls2 2s2 12% _~ Trinidad Leasehold 22452 23142 2 2 7 
Si6 46 Untd. Brit. of Trinidad (6s. 8d.) 6 6 “% 
2532 «L'lye 12% Venezuelan Oil Concessions 1% is 12532 1 i6 2 


Nominal value of shares £1 unless otherwise stated by bracketed figures. 


* Denotes Tax-free dividend. 


+t Denotes “Ex-dividend”™ price. 


10 percent dividend tax free plus 4 percent bonus less tax. 
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tors state that consideration has been given 
to the Lagunillas swamp, a substantial part of 
which is prospective drilling territory, and the 
initial steps required before deciding on a com- 
prehensive scheme have been put in hand. 
Benefit of this expenditure will accrue over 
several years, and only a part, therefore, was 
charged against the 1932 profits. 


Decuaration of one year’s dividend on 
the first preference shares of the Mexican 
Eagle and Canadian Eagle Oil Companies 
provided the market with a pleasant surprise. 
These undertakings have a mutual guarantee 
of preference dividends, and each of them set 
aside sufficient funds from 1931 profits for 
paying the dividend on its own first preference 
shares up to December 31, 1931. Actual 
payment, however, was withheld pending a 


Paris: May 


Tue paris Bourse has been caught in the 
wave of speculation just like London and New 
York and oil stocks have come in for a very 
fair share of attention. They have risen with 
increasing rapidity these last few days en- 
couraged by reports from America that the 
government is considering drastic measures 
for reducing overproduction in all states. 

The market has also been influenced by 
foreign capital seeking refuge in France. 

So far Roumanian producers have respected 
the agreements signed at the last Paris Con- 
ference although there was a movement of 
panic when the dollar went off the gold stand- 
ard; they then announced their intention of 
abandoning their position if oil prices were 
seriously affected. It is to be hoped that this 
will not be necessary and that President 
Roosevelt will shortly find a means of bringing 
some sort of order into the chaos of the oil 
industry. 

During the latter half of April, the oil share 
market was very unsettled; nevertheless, 


legal decision on the allegation that Mexican 
Eagle’s land titles to certain property at 
Amatlan are defective. Although judgment 
in the case has not yet been given by the Su- 
preme Court of Mexico, the Mexican Eagle 
directors have learned that an adverse final 
decision is unlikely. They have therefore 
made the payment of their first preference 
dividend for the year to April 30, 1932. This 
action released the sum set aside by Canadian 
Eagle, and enabled it to make a similar pay- 
ment from its own preference shares. Con- 
sideration of the dividend for the year to 
April 30, 1933 has been deferred by both com- 
panies until the accounts for 1932 have been 
completed and audited, so that the latest 
payment leaves their first preference dividends 
one year in arrear. 
ALEC H. Day 


favorites such as Royal-Dutch and Shell bene- 
fited by the British embargo on Russian 
imports and showed a firmer tendency. 


C. Financiere Belge des Petroles, Petro- 
fina is in a position to offer shareholders a 
dividend of 40 Belgian franes and to carry 
forward a balance of Fr. B. 6,304,961 this year. 

The directors of the company admit, how- 
ever, that the results obtained during 1932 
show a decrease of 15 percent under those of 
1931 which were already substantially lower 
than those of 1930—the company’s best year 
as far as profits were concerned. 

Petrofina is essentially a holding company 
and, apart from its Russian connections, is 
chiefly interested in companies working in 
the smaller European countries where condi- 
tions have been extremely bad and money 
scarce for a very long time. 

The company’s net profits for 1932 amount 
to 32,178,263.47 Belgian francs as compared 
with Fr. B. 46,403,156 in 1931. The balance 
sheets for both years are very similar excepting 
that there is a pronounced increase this year 


Paris Bourse Prices 


1932 
i et 


Div. Par. 


Share 


500 Lei Astra Romana 
5308 Lei Colombia............. 
10 Lei 500 Lei Concordia............. 
500 Fr. Franco Pol. Pétroles act. . 
103 Franco Wyoming.............. 
500 Fr. S. G. des Huiles de Pétrole act. 
a part 
diese 500 Fr. ©. Frangaise des Pétroles ...... 
40 Fr. 500 Fr. C. Industrielle des Pétroles ... . 
45 Fr. 500 Fr. Lille Bonniéres Colombes prio . 
20 Fr. 500 Fr. = and ord .. 
conn Malopolska act................ 
Malopoleka part............... 
a , ee rn 
5 Fr. 250 Fr. Omnium Inter. des Pétroles ... 
50 Fr SOO Pe. Fecteeioate.. .. 2. icici cccccce 
45 Fr. B. 500 Fr. B. Petrofina 
5 Fl. 3000 FI. Royal Butel.................. 
5 Fl. 100 Fl. Royal Dutch 1,10.............. 
15d. 1 a ee 
500 Fr. Steaua Francaise 
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Position 


April 1l to May 8 on 

NE ee” ee... May G, 
First High Low Last Change 1932 
64 75 62 3% + Hh 47 
58 62 55 62 + 4 54 
45 48 14 48 + 3 37 
4178 210 167 17 - Hl 40 
159 482 159 132 0+ 467 
319 367 319 358 + 39 197 
58 70 58 66 + 8 57 

480 495 475 495 + 15 

and 380 362 375 rr 475 
750 840 740 820 + 7 610 
423 520 423 500 + 77 375 
46 48.50 14.75 17.75 + 1.75 19 
405 90 104 Sees 17 
34 w 25 40 + 6 38 
47.25 56 47.25 4 + 6.75 58 
280 318 280 315 + 35 406 
405 452 405, 40 + = «35 390 
44,900 16,500 14,775 16,500 +7,600 12,995 
4,490 1,650 1,475 1,650 + 760 1,300 
191 207 180 207 + 16 174 
316 329 312 320. + 4 193 


in the figures mentioned both in the debit and 
in the credit accounts; they compare unfavor- 
ably with those published last year. 


Petrofina Annual Reports 


Debitors 1931: 331,793,916 Francs 
1932: 413,856,706 Francs 
Creditors 1931: 39,827,207 Francs 
1932: 137,019,800 Francs 


These figures will doubtless be questioned 
at the shareholders’ meeting which is to be 
held on May 12 but the board of directors has 
given no explanation as yet and opinions are 
somewhat divided at present as to Petrofina’s 
exact financial position. Some maintain that 
an extremely cautious policy has been system- 
atically carried out—not only in these times 
of crisis—but in past years; others on the con- 
trary think that the expenses incurred by the 
company are far too heavy and that drastic 
measures will have to be taken to reduce them. 


Tue kEPORT prepared by Petrofina’s 
board of directors mentions the results ob- 
tained by the various affiliated companies. 
Amongst them Concordia (exploiting in Rou- 
mania) shows a moderately favorable balance 
sheet. That is to say: profits for 1932 have 
increased slightly over those of 1931 and 
amount to lei 61,000,000 against 51,000,000 
previously. A dividend of lei 12.50 or 5 per- 
cent is to be distributed as against lei 10 last 
year and after the usual sums have been put 
aside for amortizations, a balance of lei 22,- 
074,065 will be carried forward. 

Concordia has considerably increased its 
oil production during the last few years, in 
fact since 1930 figures have almost doubled: 
Official production for 1930 amounted to 
4,165,980 bbl. to 6,018,110 bbl. for 1931, and 
7,192,815 bbl. for 1933. During these same 
years Concordia drilled 11,000-7,000 and 
9,000 ft. 

These figures are quite in keeping with the 
total increase of Roumanian production. 

Petrofina’s board of directors stresses the 
fact that no efforts have been spared to reduce 
to the minimum Concordia’s production costs 
and overhead expenses; nevertheless a glance 
through the company’s balance sheet shows 
that these have increased by lei 95,000,000 
this year, from lei 385,000,000 to lei 480,000,- 
000. Efforts to economize have, however, 
been made and Concordia has written off lei 
239,000,000 for amortizations (against lei 
220,000,000 previously) and lei 18,000,000 
have been put aside against doubtful claims. 


A new 6 percent debenture loan was is- 
sued in January last by the Cie Frangaise des 
Pétroles and the Cie Francaise de Raffinage 
to meet expenses in Iraq and demands made 
by the erection of the Raffinerie de Normandie 
(which was to have been terminated in Janu- 
uary but in reality has only just begun refining 
operations). 

This loan is covered by 150,000 debenture 
bonds redeemable in 1942. They were issued 
at Fr. 980 but have a nominal value of Fr. 
1,000. When first introduced on the Paris 
Bourse on April 28 they were negotiated around 
Fr. 815. 

E. J. ANDRE 


WORLD PETROLEUM 

















